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CHAPTER I 
INTRODUCTION 
This thesis deals with the industrialization of Puerto Ricoa the struc- I 
ture upon which the program is being built up, the limitation imposed by 
natural and political factors and the future scope of the program. The pro- I 
blem is frankly discussed in the light of the economic, political and social 
I II 
II 
factors affecting it. 
This work is not an attempt to sketch a program for t~e industrializatio I 
of the Island. It is just a critical analysis of what has been done and ~at J 
I 
is being done in this important phase of our economic development. 
The industrialization program entails a deep meaning to Puerto Rico. 
The Island depends urgently on an expansion of its manufacturing industries 
to prevent the stagnation of its econ~my. Industrialization will have to 
provide employment opportunities for its rapidly growing labor force. 
The writer is conscious of the fact that industrialization is not a ~ 1 
all. Neverthless it is the main way out to improve the standards of living 
of our people. Other measures should complement the program without delay. 
These measures should include the development of new and profitable agricul-
tural crops, mechanization of agriculture, development of tourism, and an 
educational campaing on behalf of birth control. 
This paper discuss~s the difficulties which the program entail and the 
way they are being ~aced, the roots o~ the problem and the possibilities o~ 
success of the program. 
An understanding of the industrialization program is not complete with-
l
jout a knowledge of our economic background. Chapter II gives a bird's eye 
I view of the economy of Puerto Rico. In Cb:apter III the present industrial 
I ' 
structure is described. This section analyzes the limited scope of industry , 
in Puerto Rico. The program for the industrialization of the Island is 
discussed in Chapter IV. Its scope, shortcomings, and possibilities are 
frankly presented. 
I wish to express my appreciation to Professor Everret J. Burtt, Jr. 
and Dr. James W. Kelley for their valuable suggestions and interest . in this 
work. 
1: 
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CHAPTER II 
1! 
industrialJ 
ECONOMIC BACKGROUND 
Puerto Rico is mainly an agricultural country. An intensive 
ization program for the Island would entail basic changes in its economic 
1
structure. If, for example, many of the goods which are now imported were 
!produced locally, among other effects, the balance of external payments 
pattern would change, the circulation of money within the Island would tend 
,, 
1. · 
'I 
I 
I 
ll' to increase, income and employment would follow the same tenden~y. . II 
An understanding of the insular economy will afford basic ~nformat~on on 
I 
I the I economic base up'on which the industrialization program is being built up. I 
II 
'! AREA AND POPUlATION 
li Puerto Rico ia an island or the West Indies and a possession or tho 
JiUnited States. It is the smallest of the group of Greater Antilles, about 
1
1400 miles from New York and 1000 miles from Habana, Cuba; lying between 
'latitude 17°501 and 1s•aoN and longitude 65°30' and 65°l5'W. 
I The Island's gross area is 3435 square miles. Population is about 
i j2,200,000. The Island is one of the most overpopulated countries in the 
llworld (see table 1). 
II · The excesive multiplication in numbers of our population is accounted 
llror by a high rate of births together with a low and constantly decreasing j 
.!rate of deaths. In 1899 the death rate was 27.1 persons per 1,000 population 
!rn 1947 the rate had dropped to 13.0. The main factor accounting for this ! 
I . I decline is the improvement in the sanitary methods and medical service dur1ng 11 
lithe last four decades. So long as the birth rate continues to increase and 
I' 
11the death rate be reduced, the rate of increase of the population will, of 
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I -=4t=b'==== I course. continue to rise. I! 
I 1 Overpopulation is the main and most difficult economic problem in :fuertoll 
,, 
!Rico. It is a causal factor of social and economic malajustment. Among the 
1 
' 
1
measures proposed to the solution are industrialization and emigration. It 
li is argued that by raising the standards of living the former measure vnll 
1
J account for a drop in the birth rate. Emigration is consider as a necessary ,,-~ 
complement in the solution of our overpopulation problem. Net emigration hasJI! 
beca.me significant since the end of the war averaging 28.000 during the last I 
13 years. During the period from 1908 to 1944 there was an average ot only 
lz,200 persons per year. 
I 
AGRICULTURE 
Puerto Rico is mainly an agricultural country. According to the 1940 
!Census. 44.7 per cent of the population 14 years old and over gainfully 
!employed, was engaged in agricultural activities. Agriculture accounted for 
I . 
I 
I 
I 
I 
II 
II 
I 
I 
!about 3/4 of the total exports value of the Island. Although the relative I 
I 
importance 
I 
of agriculture has been declining it is still the island's princi-11 
I 
1 pal source of employment and income. II 
Among the agricultural industries. sugar cane is the main source of em- I 
ployment, hiring around 25 per cent of the persons gainfully employed. Al- I 
I 
most 1/3 of the total harvested land area is devoted to sugar cane productio~~ 
Of course, the sugar industry is the backbone of the Island's economy. Sec- I 
I 
ond to sugar ranks tobacco. The value ot this crop increased from $376,000 
in 1901 to $21.403,000 in 1946. 
Other important agricultural products are coffee and fruits. The impo 
ance of the former was reduced by loss of markets due to high United States 
i 
II 
I 
I 
I 
I 
I 
II~ I I 
TABLE l. AREA A!ID POPULilT ION DENSITY, PUERTO RICO AND SELECT ED COU:N'TRIES 
ru1D STATSS, OR NEAREST AVAILABLE YEAR . 
Country or State Year Area. Population 
:(Square mi l es) Per square mile 
United States ....... .. . . : 1940 2,977,128 44.2 
Rhode Island .•••.••••• : II 1,058 674.2 
Massa.chussetts •••••••• : II 7,907 549.5 
Mary land .............• : II 9,887 184.2 
Texas ••••••.•••.•••••• : II 263,644 24.3 
Connecticut ••••••••••• : II 4,899 348.9 
Ka.ns as •••••••••••••••• : II 82,113 21.9 
New Mexico •••••••••••• : II 121,511 4.4 
Colorado •••••..••...•• : II 103,967 10.8 
Washington •••••••••••• : II 66,977 25.9 
Be 1 gi 1.lil1 • • • • • • • • • • • •••••• : f1 11,775 713.0 
Netherlands (Holland) ••• : !I 12,741 693.3 
England and Wales ••••••• : II 58,340 713.0 
India ................... : 1941 1,581,466 245.9 
Java. and Madura •••• _ ••••• : f1 51,032 963.0 
Cuba •••• •.•••..•......•• : 1940 44,164 96.3 
Dominican Republic •••••• : II 19,325 85.6 
Haiti .•................• : 10.204 
Jamaica .•••............• : 1938 4,404 266.6 
Barbados . .........•••.•• : II 166 1,162.7 
Mexico ...............••• : " 787,746 24.7 
El Salvador ••••••••••••• : 1940 13,176 132.4 
Venezuela •...•........•• : II 352,143 10.3 
Puerto Rico . •.......••.• : II 3,423 546.1 
Sources: 16th Census of the United States, 1940; Statistical Year Book 
of the League of Nations, 1935, and 1942; The Statesman's Year 
Book, 1940; Linder F. E., Population Statistics of the Caribbean 
Area, 1941, Bureau of the Census. 
II 
II 
I 
'I 
I 
6 
=~L-~-===---=======lt====7 I tariffs and by World War I, and the 1928 and 1932 hurricanes, In 1901 coffee! 
I constituted 19.6 per cent or total exports. During the last 5 years coffee 1 
I production has come to such a low level that it is not sufficient to supply 
the local demand. 
TRADE 
Most of Puerto Rico's income is based upon industries that produce for 
of its J 
primary needs from exterior sources, such as food, raw materials, manufact I 
markets outside the Island. On the other hand, it must get most 
goods and machinery. With the exception or locally grown foods and some 
I building materials, it imports practically everything. 
I - Almost all or Puerto Rico' s exports are sold in the Mainland and more 
than 90 per cent or the imports come from the United States. On the one 
hand, the Island supplies a large share or the u. s. imports o£ sugar, 
tobbaco, rum and needlework, whereas, on the other, it is one or the largest 
! customers o£ the U.s. generally among the first ~en in the world. As a 
I 
consumer o£ Mainland products it is exceeded by only a few foreing countries. 
The Island buys more rice from Lousiana, Texas, Arkansas, and California 
than does any foreign country. Other important Mainland products o£ which 
large value and quantities are sold in Puerto Rico are leather, boots, shoes, 
cotton fabrics, cigarettes, fertilizers, petroleum products, automobiles, 
building materials, and office supplies. 
The Island exports raw and refined sugar, rum, alcohol, cigars, tobacco 
(filler type), fruits, vegetables, buttons, hats, gloves, and textiles. 
On a per capita basis, Puerto Rico's imports in 1939-40 amounted to 
about $57.00 and exports to $50. Since 1939-40, however, imports have 
I 
I 
I 
exceeded exports by very large amounts. In 1945-46 imports amounted to $124 
per capita and exports to $80 per capita. 
lm.TIONAL INCOME 
The most recent and reliable survey on the Island's income was made in 
1944 by Dr. Daniel Creamer, from the staff of the Division of National Income 
of the United States Department of Commerce, sponsored by the Social Science 
Research Center of the University of Puerto Rico. According to Dr. Creamer, 
~uerto Rico's net income increased from $189,000,000 in 1940 to $483,000,000 
in 1944. Per capita net income for that period increased from $122.00 in 
1930 to $239.00 in 1944. 
The figures from 1940 on were corrected for price1 changes. After this· 
1adjustment the net inco.me increased in real terms from $228,000,000 in 1940 
l o $305,000,000 in 1944; and the per capita income from $121.00 in 1940 to 
$151.00 in 1944. 
TABLE 2. TOTAL AND PER CAPITA NET INCOME 1940-1944 
2 Total net income a 
Period : a 
2 In current In 1940 2 
: prices prices : 
(in million of $) : 
. I . 
1940 I 228 228 I 
1941 2 278 252 I 
1942 I 361 272 I 
1943 l 436 285 I 
1944 I 483 305 I 
: I 
Per capita net income 
In current In 1940 
prices prices 
121 
145 
185 
219 
239 
(in dollars) 
121 
131 
140 
143 
151 
~Sourcea Creamer, Dam.el. The Net Income of the Puerto Rican Economy, 1947, 
Social Science Research Center, University of ~uerto Rico, Rio Piedras J 
Puerto Rico. 
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10 
In 1944 per capita income in Mississippi. the lowest in the United 
States. amounted to $541. Puerto Rico per capita was. thus. only 42 per cent 
of the farmer. 
Among the Caribbean Islands and Cuba, Puerto Rico ranked first in 1942. 
the most recent date for which there is comparable data. 
TABLE 3. ESTIMATES OF NET INCOME • POPULATION • AND PER CAPITA NET 
INCOME OF PUERTO RICO, 1930-1944 
I I I Year ending 1 Insular net 1 Population I Per capita 
June 30 1 income 1 of Puerto Rico I net incomes 
t (in millions of $) 1(in thousands) t (in dollars) 
: : :: 
t I I 
I 1930 : 
189 I 1544 I 122 
1931 I 169 . 1580 I 107 . 
1932 I 156 : 1616 • 97 . 
1933 : 140 I 1652 I 85 
1934 I 179 : 1688 I 106 
1935 : 177 I 1723 : 103 
1936 : 199 : 1754 I 114 
1937 I 210 : 1785 I 118 
1938 : 217 I 1816 : 119 
1939 I 207 : 1847 . 112 . 
1940 : 228 : 1878 I 121 
1941 : 278 : 1·914 I 145 
1942 : 361 . 1950 . 185 . . 
1943 I 436 •· 1987 I 219 .. 
1944 I 483 : 2024 . 239 . 
I I I : 
I I I I 
Source1 Creamer, Daniel. The Net Income of the Puerto Rican Economy, 1947, 
Social Science, Research Center, University of Puerto Rico, R!o 
Piedras, Puerto Rico. 
' I 
e 
FEDERAL AIDS AND EXPENDITURES 
The federal contributions to our economy have made possible to carry 
most of the Insular government plans. They have raised the Island's income 
making possible industrial expansion. The financing of vocational courses 
to veterans has been, in many cases, a direct aid to industrialization. 
Federal grants and refunds amounted to $45,477,000 in 1946. Direct 
expenditures were $138,970,000. 
Robert L. Sammons, Chief of the International Economics Division, Office 
of Business Economics of the U. s. Department of Commerce, makes the ·~-L~~ ..... ~ 
analysis of the federal government expenditures. 
"Perhaps nothing had more influence in the change in Puerto Rico's ex-
ternal economic life from 1928 to 1943 than Federal expenditures. From the 
amount of $2,712,000 in 1928, funds disbursed by the Federal Government in-
creased to $121,634,000 in 1942 and $147,435,000 in 1943. 
"These disbursements fell into two principal classes: (1) Grants-in-Aid 
and similar payments, which were entrusted largely to Insular agencies for 
disposal and (2) direct expenditures of Federal agencies. The latter include 
expenditures of regular civilian agencies, many of whose programs have ex-
panded considerably during the war emergency, and of the Armed Services and 
special wartime civilian agencies, substantial amounts of whose spending 
directly related to the war effort. Federal expenditures are shown by agency 
in table 5 except that those of war agencies and the lending agencies are 
grouped to avoid disclosure of confidential information." 
Grants-in-Aid 
"Federal excise taxes paid into the Insular Treasury fo~ by far the 
largest grant-in-aid to Puerto Rico from the United States. This was true 
even in 1942 and 1943, as shown in table 5, and in 1944 Federal excise taxes 
increased to $65.9 million to become the principal source of revenue to the 
Insular Government. Ordinary grants-in-aid of the type available to the va-
rious States form a very small part of the f~tal Federal contribution to the 
Island's economy. As pointed out by Requa,_/many grants available to the 
States are not available to Puerto Rico. Some e.ducational funds, administere 
by the Department of Agriculture and the Office 'of Education, public health 
and welfare funds provided by the Social Security Act and the Venereal Dise 
Control Act, and Federal-aid funds for highway construction and maintenance 
make up most of the total. Fully 25 per cent of ordinary grants represented 
Requa, 17illiam M., Federal Expenditures in Puerto Rico. Assoc. Sugar 
Producers of Puerto Rico, ·washington, 1943, pp. 5-8. 
11 
TABLE 4. FEDERAL EXPENDITURES IN PUERTO RICO 
FISCAL Y~ARS 1941-42 TO 1945-46 
(in thousands of dollars) 
Federal Agency & Fund 1942 . _1943 1944 : l94q 1946 
1. FEDERAL GRANTS-IN-AID. PAYMENTS UND ER COOPERAT IVE ARRANGE:li.L;; NTS, AND . 
REFUNDS OF EXCISE TAXES AND CUSTOM DUTIES: 
Agriculture Dept. 
Agricultural experi-
ment stations 
Agri cultural exten-
sion work 
Forest funds, roads, 
trails, etc. 
School milk & lunch 
program 
Free food distribute 
Federal Security Agency 
Morri1 Nelson grant 
Coop. vocational e duca-
tion & rehabilitation 
Training of Defense 
Workers 
Public Health Service 
Other 
Federal Works i1. gency 
Public Roads Admin. 
Bureau of Community 
Facilities 
Labor Dept. 
Children's Bureau, 
grants under Soc. 
Security Act. 
Treasury Dept. 
Refund of excise taxes 
Refund, custom duties 
Interior Dept. 
Wildlife Restoration 
TOTAL, GRANTS , REFUNDS , ETC • 
103 
197 
11 
50 
451 
844 
475 
575 
368 
13,940 
2,085 
19,099 
101 
202 
15 
50 
349 
86~ 
599 
866 
318 
13,550 
2,450 
19,362 
139 
281 
4 
3,279 
50 
373 
244 
650 
1 
652 
413 
65,852 
1,900 
2 
73,840 
139 
339 
6 
2,387 
50 
407 
199 
973 
1 
603 
2,462 
488 
38,579 
2 ,150 
1 
48,734 
2. DIRECT FEDERAL GOVERNMBNT EXPENDITURES IN PUERTO RICO: 
Agricultural Dept. 
Agric. Adj. Program 
Commodity Cred. Corp. 
Subsidies 
10,755 12,733 14,968 14,203 
2,750 11,500 
148 
303 
ll 
909 
2' 168 
50 
446 
967 
4 
233 
882 
554 
35,263 
3,439 
45,477 
14,162 
12,000 
12 
13 
I 
,, Federal Agency & Fund 1942 1943 1944 1945 1946 
I Farm Security Admin. Grants 338 251 59 22 11 
Admin. Expenses 351 751 861 718 743 
Soil Conservation Serv. 61 132 170 167 191 
Other Activities 231 231 460 442 454 
Civil Service Commission 4 5 5 4 1 
Co.rrunerce Dept. 78 61 174 253 340 
Employees Compensation Comis.: 120 106 29 143 98 
Fe deral Communications Comis.: 69 136 107 75 57 
Federal Security Agency 2,176 313 693 395 581 
l''ederal Works Agency I War Housing 3,834 
War Public Works 7,2 81 891 
Public Buildings .Adm. 6 67 5 42 
Public Roads Admin. 294 17 12 15 
WPA & PIVA 14,862 14,086 5,369 23 
Interior Dept. 508 53 795 776 832 
Justice Dept. & u.s. 
District Court 266 308 
Labor Dept. & NLRB 85 115 174 159 221 
National Housing Agency & 
Fed. Public Ho~sing Auth. 182 160 313 290 331 
~ Maritime Commission 16 18 18 
Post Off ice Dept. 673 787 946 1,085 1,800 
jReconstruction Finance Corp. 17 
1 Treasury Dept. 119 110 513 496 640 
1 Veterans Administration : 1,873 2,045 2,551 6,194 22,016 I War Assets Administration : 144 
1 
Federal Lending Agencies, Other: 247 258 . 235 256 280 
War Agencies 60,501 96,667 60,934 74,059 83,993 
I, 
Civilian Production Ad . 34 66 83 
Office of Censorship 920 850 215 
Office of Defense Transport 122 143 60 
Office of Price Admin. - 918 992 940 
Selective Service System 601 790 625 
Navy Dept., Net 16,339 . 9,406 8,377 
~ar Dept., Net. .. 42,000 61,812 73,693 
r TOTAL DIRECT EXPENDITURES :104,620 :130,523 87,535 :111,295 138,970 I GRAND TOTAL, ALL FEDERAL 
:123,719 :149,885 :161,375 :160,029 184,447 ' EXPENDITURES AND REFUNDS 
Source: Robert L. Sammons, The Balance of External Payments of Puerto Rico, 
1941-42 and 1942-43. Preliminary unpublished data for 1943-44, 
1944-45 and 1945-46. 
funds supplied to the Insular Department of Education for training of defense 
workers--a war-related activity that undoubtedly will not carr,y over into 
post-war period." 
Direct Expenditures. 
ftExpenditures of all war agencies are lumped together and are net a-
mounts. To arrive at these expenditures all amounts returned to the United 
States through military channels or collected in Puerto Rico from military 
personnel and the civilian population were deducted from gross expenditures 
of the Armed Services. Chief among the deductions were scales made in post 
exchanges and commissary stores, remittances by military and naval personnel 
to relatives and friends outside the Island through military and naval post 
offices, cash war-bond sales, and various other transaction from which the 
Services received funds, either from their .own members or from the public at 
large. Payments made in Puerto Rico which, directly or througn contractors, 
were used to purchase material outside the Island were also eliminated, :since 
such funds were not, in fact, expended in Puerto Rico and the materials im-
ported were not recorded in of!'icial trade statistics." 
Behavior and Significance 
"The most obvious comment that can be made concerning Federal expendi-
tures is that they will decline sharply after the war, and even in 1944 they 
probably were considerably iess than in 1943 except for excise tax refunds. 
The future of these tax refunds depends on two principal .factors, ( 1) the 
ability of Puerto Bican rum to maintain its war stimulated market on the 
mainland and (2) the willingness of the Congress of the United States to 
tinue the present sp~cjal financial arrangements between the Federal and 
Insular governments.~ Most of the military construction in the Island appar 
ently has been completed, and with the passing of immediate danger from the 
Caribbean are the number of troops stationed in the Island probably will be 
reduced. On the other hand, payments of dependency benefits to families of 
Puerto Rico soldiers wil~ continue to increase, and various monetary benefits 
· to discharged service personnel will become payable. 
Just before the war Federal expenditures in Puerto Rico probably ave 
around 30 or 35 million dollars a year. Much of this amount was expended 
relief-a function later assumed by the Insular Government. The size of this 
item in future balance of external payment is, therefore, a matter of consi 
erable conjecture. A significant aspect or the situation is that the Ins 
Government is now in a position to finance relief activities only because of 
a sharp rise in income from external sources, principally, the United States 
excise tax on rum--another indication of the extreme importance of external 
sources of income to the economy of Puerto Rico." y 
Custom duties on rum exported by Puerto Rico to the United States are 
refunded to the Insular Government. 
Sammons, Robert The Balance of Exte o, 1941-
42 and 1942-43 
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LABOR FORCE 
The labor force in Puerto Rico normally represents around 50 per cent 
of the population 14 years old and over. It is mainly influenced by our 
I population grouth--the highest in the world. About 75 per cent of the labor 
I force is composed of males. Around 40 per cent belong to the urban zone. 
The insular labor market has widened exaggerately as a result of the 
pressure of overpopulation. In a poor agricultural economy such as ours thi 
pressure brings about great difficulties inasmuch as the ever increasing 
! population causes a progressive disproportion of the factors of production. 
During the present decade employment has fluctuated between 85 and 92 
per cent of the labor force. Our employment pattern shows March and April 
as the peak employment months. It is during these month that the sugar 
grinding season reaches its maximum activity. This activity slacks at the 
'' end of the first semester cousing a seasonal reduction in employment. In the 
i 
!period of peak activity sugar employs around 140~000 workers and about 80,000 
I 
I 
I 
in its slacks season. During this season, unemployment is partially offset 
by the tobacco stripping and redrying and the collection of coffee activities 
and the cultivation of minor crops. 
j Among the major industry groups, agriculture is the principal source of 
I 
1 I employment absorbing approximately 40 per cent of total employment. Around 
I 
220,000 persons work in agricultural activities. Manufacturing employs 
around 110,000 workers. 
In terms of employment, needlework is the principal manufacturing indus 
itry with more than 50,000 workers. Sugar processing employs around 8~000 
I
I . 
jworkers, on the average. Commerce is the source of about 85,000 jobs. 
More than 20 per cent of the employed persons work less than 30 hours. 
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RELATIVE DISTRIBUTION OF THE POPULATION 
14 YEARS OLD AND OVER 
APRIL 1949 
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TABLE 5. .EMPLOYED WORKERS 14 YEA...-qs OF AGE .AND OVER 
BY MAJOR INDUSTRY AND INDUSTRY FOR PUERTO 
RICO 1940 AND 1948 
Industry Group 
& Industry 
T o t a 1 
Agric. forestry & fishery 
Sugar Cane 
Tobacco 
Coff~e 
Other farms 
Forestry & fishery 
Mining 
Construction 
Manufacturing 
Sugar 
Other food industries 
Tobacco 
Needlework at home 
Apparel & other textile, 
except needlework at home: 
Other manu£. industries 
Transportation, communication & 
other public utilities 
Railroads 
Trucking service 
Other transportation 
Communication 
Public Utilities 
Commerce 
Wl10le sale trade 
Retai l trade 
Finance, Insur. & Real Estate 
Services (including Government 
& others) 
MARCH 
1940 
512,214 
229,901 
123,8 86 
18,171 
25,954 
61,160 
1,090 
1,181 
16,037 
100,693 
19,731 
5,631 
6,121 
44,731 
16,780 
7,699 
20,238 
1,825 
4,211 
11,461 
1,018 
l, 723 
53,570 
6,429 
47,141 
1,799 
88,795 
2J Estimates less than 2,000 are not shown. 
MAR C H 
1948 
636,000 
245,000 
120,000 
29,000 
15,000 
79,000 
2,000 
1/ 
33,000-
118,000 
13,000 
10,000 
4,000 
53,000 
19,000 
19,000 
30,000 
1/ 
10,000-
13,000 
2,000 
4,000 
86,000 
7,000 
79,000 
2,000 
120,000 
Source: 16th Census of the U. S., Population 1940, Puerto Rico. 
Insular De pt. of Labor, Bureau of Labor Statistics. 
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TABLE 6 • EMPLOYMENT STATUS OF ·r HE C IVILI .AlJ POPU-
LATION 14 YEARS OLD AND OVER, 1940,1948. 
y Data refer to the months of March. 
Sources: 16th Census of the u. S. Population, 1940, Puerto Rico. 
Insul a r Department of Labor, Bureau of Labor Statistics. 
1 8 
I , 
Unemployment in the Island is mainly a seasonal phenomenon. According 
to available figures unemployment has varied between 8 and 15 per cent 
during the present decade. 
To alleviate the severe effects of seasonal unemployment our legislature 
approved Acts #355 and #356 of 1948 establishing unemployment compensation 
benefits for workers in the sugar industry. These laws provide for the pay-
ment of $3.00 and $5.00 in the agricultural and industrial phases, respect-
ively;; during a period of 8 weeks each year. Under the provisions of these 
19 
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Acts, sugar producers should pay 5 per cent of their payroll during the 
grinding season. The proceeds of this payment constitute the fund from 
which the unemployed workers who have worked at least 60 days during the year 
will get the forementioned amounts. 
BAlANCE OF EXTERNAL PAYMENTS 
A critical analysis of the balance .of payments of Puerto Rico during the 
years 1942-1946, was made by Mr. Robert L. Sammons, Chief of the Internationa 
Economics Division, Office of Business Economics, United States Department of 
Commerce, assisted by Miss Bel~n H. Cestaro, from the Division of Statistics 
of the Insular Bureau of the Budget. 
Their analysis of the position of Puerto Rico and a summary of the war 
!period follov1sa 
The Position of Puerto Rico 
ftThe dependence of an area on external transactions for its economic 
well-being is apt to be a reverse function both of its size and of the extent 
and variety of its natural resources. In view of the preponderance of sugar 
and its by-products in the econo~ of Puerto Rico, it is not surprising that 
· in 1939 Puerto Rico spent 42 per cent of its income on imported goods, and 
\that its exports of commodities alone were equal to 44 per cent of the insular 
income. For the years that complete balance of payments data are available, j 
I 
I 
1942-46, the average ratio of total exports of goods and services to insular 
net income was 62 per cent. This can be taken as a rough measure of insular 
income originating from, and hence dependent on, external transactions." 
"A/ well-known feature of these external transactions desrves reitera-
tions here, since it can be supported by actual figures. Reference is made, 
of course, to the special political relationship to the United States, which 
results in: (1) access to United States markets on a duty-free basis of 
Puerto Rico products, especially sugar and its by-products; (2) the refund of 
United States excise taxes and customs du.ties to the Insular Government; and 
(3) large expenditures by the Federal Government in the Island, including 
agricultural benefit payments, relief expenditures, and military disbursement 
The dependence of the insular economy on external transactions is hence all 
the more significant in the light of the peculiar politico-economic relation-
ships under which these transactions are conducted." 
Summary of the War Period 
"In every year since 1940, the island of Puerto Rico has imported more 
merchandise than it has exported, the deficit reaching· the unprecedented 
figure of $94 million in the fiscal year ended June 30, 1946. The cumulative 
excess of imports for the five fiscal years ended on that date was over $270 
million. Total imports reached an all-time high of $261 million in 1946, 
!
about 2 1/2 times the previous peak in 1921, and almost five times as great 
as in the depression year of 1933." 
"Despite this large excess of payments on merchandise account, and other ! 
net payments for invisible imports such as travel, shipping services, and 
income on investments, Puerto Rico was able to repay debt and build up re-
serves in the for.m of United States Government bonds, currency holdings, 
bank balances, and other external assets in the combined amount of $380 mil-
lion during the same five-year period." 
"The answer to this apparent anomaly lies, of course, in the tremendous 
expenditures of the Federal Government in the Island during the war period. 
Including excise tax refunds, these expenditures amounted to about $739 mil-
lion for the five years, or approximately $74 per year for every man, woman 
and child in Puerto Rico." 
"This study closes with the fiscal year 1946, during the first twomonths 
of which the United States was still at war. During this year Federal expen-
ditures reached and all-time peak of $176 million (net), largely as a result 
of' mustering-out p·ay to servicemen and readjustment allowances to ex-service-
men paid by the Veterans Administration. On the other hand, merchandise 
imports also reached a record total of $261 million, with a net deficit on 
visible trade of $94 million. Imports would undoubtedly have been larger if 
it had not been for supply difficulties in the United States; the total 
actually reached was not out of line with the previous relationship to insu-
lar income, in spite of the undoubtedly large backlog of demand created by 
the shortages of the war years." 
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"With a sharp increase in emigration to the Mainland in recent months, 
an expansion in personal remittance receipts might also be anticipatated as 
a factor ipcreasing the external income of the · Island. Then, of course, 
there is the perennial possibility of doing something about the tourist 
industry. None of these possibilities of increasing "exportg of services, 
however, seem to be large enough to offset any great decline in Federal 
Government expenditures, which would therefore seem to involve inevitably a 
corresponding decline in the real consumption (or income) of the Island." 1 
GOVERNMENT 
In its structure the Island fpllows the State government organization 
of the United States. The head of the executive branch is a governor who 
was fonmerly appointed by the President of the United States. The Auditor, 
the Attorney General, and the Commissioner of Education have also been 
appointed by the President. 
Public law 362 of the 80th Congress of the United States approved Au~ust 
5, 1947 amended the Organic Act of Puerto Rico. It provided for the popular 
election of the Governor of Puerto Rico starting November 2, 1948. Under the 
disposition of these amendments, the Auditor is the only Insular executive to 
be appointed by the President of the United States. 
Since 1940, in which year the Popular Democratic Party won the Insular 
elections by an overwhelming majority, the Island has been carrying out a 
careful and intelligent economic program. Some new agencies were created by 
law, namely; The Planning Board, The Industrial Development Company, the 
Agricultural Company, the Land Authority and some others of not less import-
ance. They represent a planned coordinated attempt to put the Island econo-
mically "on its toesu. 
I 
I 1/ Sammons Robert L., The Balance of External Payments of Puerto Rico, 
University of Puerto Rico, 1946. 
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CHAPTER III 
PRESENT INDUSTRIAL STRUCTURE 
This chapter endeavors to sketch the limited scope of industry in the 
Island. The analysis gives an idea of the difficulties that a rapid indus-
trial development of Puerto Rico entail. 
Manufacturing industries have grown along with the development of the 
Insular economy during the present century. From 1910 to 1948 employment 
in t he manufacturing industries increased by 169 per cent. In the former 
year t here were 240,000 persons engaged in agricul ture which provided 61.4 
per cent of the jobs in the Island, whereas the 45000 persons engaged in 
manufactures constituted 18.7 per cent of the total employment. In 1948, 
hovJever, less than 40 per cent of the total number of workers was engaged 
in agriculture. Although in relation to total employment manufacturing did 
not register any change, it inc r eased by more than 70,000 persons. Agricul-
t ure increased by about 5, 000 persons only. 
TABLE 7. E1:iPLOY1·iENT BY NAJOR INDUSTRY GROUP, 1910 AND 194$Y 
Industry group 1910 1948 
All industries 393,127 636,000 
Agriculture 239,973 . 245,000 
Construction 7,797 33 , 000 
Hanufacturing 45,278 118,000 
Trade ana transport 34,668 126,000 
Services (including government 
and others) 65,311 124,000 
Data refer to March of each year. 
Source: 13th Census of the United States, Population 1910; 
Puerto Rico. Insular Department of Labor, Bureau of 
abor tat· sties 
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Mru1ufacturing in Puerto Rico has been characterized by the predominance 
of small establishments. A complete count of manufacturers made in April 
1946 by the Insular Bureau of La mr Statistics disclosed that of the 2,077 
establishments engaged in manufacturing, 17.0 per cent (3 53) had no 
employees at all; 39.3 per cent (816) employed from l to 5 production 
workers and 23.1 per cent (49~) employed from 6 to 20 workers. Consequent-
ly, there were 1,661 establishments (80 per cent) employing less than 21 
workers. 
It should be kept in mind, that inasmuch as Harch and April a re the 
months of peak activity in the sugar cane industry, the picture given by 
figures gathered for April do not provide data representative of the situa-
tion throughout the year. 
The census of manufactures of 1939 enumerated only establishments whose 
production was valued at $2,000 or more. This exclusion limits the compara-
bility of the number of small establishments between 1939 and 1946, but 
nevertheless a rough picture may be sketched with the available data. 
The 1939 census reported 26 establishments without production workers. 
The establishments employing from l to 5 production workers constituted 44 
per cent of the universe and those employing from 6 to 20 comprised 29.2 
per cent of tlle total number of factories reported. 
Other than the exclusion of establishments on the basis oi' value of 
production made by 1939 Census there are tvm additional factors which limit 
basically the comparability of employment figures >rith the 1946 Census. In 
the f irst place, employment reported in 1939 represents an average for t he 
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year whereas the April 1946 figures constitute employment during a one-week 
period ending nearest the 15th of April 1946. The average for a year will 
necessarily be less than the figure for the month of April, characterized 
as a peak employment period. On the other hand, the 1939 count did not 
include tobacco stemming as a manufacturing activity while the 1946 census 
considered it so.Y 
TABLE 8. PER CENT DIS'I'RIBUTION OF JviANUFACTURING ESTABLISHHENTS 
DJPLOYING Off~ OH NOilli PRODUCTION WORKERS , 1939 AJIJ1) 
APRIL 1946 
Size of l 9 3 9 l 9 4 6 
Bstablishment: Total Per Cent Total Per Cent 
T o t a l 772 100.0 1,724 100.0 
l---5 352 45.6 816 47.3 
6- --20 233 30.2 492 28.5 
21---50 84 10.9 203 11.8 
51---100 41 5.3 91 5.3 
101---250 45 5.8 81 4.7 
251---500 14 1.8 32 1.9 
more than 500 3 .4 9 .5 
Source: Insular Department of Labor, Bureau of Labor statistics. 
Nevertheless the conclusion may be hazardous that the industrial set 
up did not vary basically during the period under consideration. 
Of the 2,077 manufacturing establishments reported in April 1946, 71.7 
per cent were individual concerns; 12.3 per cent were corporations; 10.9 
per cent were partnerships; and the remaining 5.1 per cent, cooperatives 
and other. 
The distribution of establishments on the basis of weekly payroll also 
Tobacco stemming involves the processing of the tobacco leaf to 
make it ready for the manufactures of cigars, cigarrettes, chewing 
tobacco etc. 
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underlines the limited scope of manufacturing activity in the Island . T.he 
ma jority of the establishments, 51. 7 per cent, had a weekly payroll of less 
than :J; 50 .00. Around one third of these establishments (353) reported no 
employment or payroll. Nore than three fourths of the establishments had 
a weekly payroll of t~200.00 or less. Only 6. 6 per cent of the est ablish-
ments paid ,~1,000.00 or more during the survey week. 
TiillLE 9. DISTRI BUTION OF I.ANUFAC'l'URING ESTABLIStn•iEN'fS OF 
PUEHTO RICO .iiCCORDING 'I'O H.iT;EKLY PArrtOLL , .:,PRTI.. 
1946 
\"1 eekly payroll Number of Pe r .cent of 
Establishments the total 
T o t a 1 2,077 100.0 
Less than ~P 50 1,074 51.7 
51---100 297 14.3 
101---200 275 13.2 
201---400 178 8.6 
401--- 800 99 4.8 
801---1,000 17 . 8 
l,OJl--5,000 105 5.1 
Lore than ~5,000 32 1.5 
Source: Department of Labor, Bureau of Labor Statistics. 
A ceo rding to the April 1946 count there \-fere 54, 800 persons engaged in 
'
.! manufacturing activities.Y Of this total, 49,810 (90.9 per cent) were 
production workers; 3,425 ( 6 .2 per cent) clerical &~d administrative per-
I 
II 
sonnel; and 1,565 (2.9 per cent) owners and partners working at the esta-
blishments. 
1:1' The nwnber of women engaged in needlework at home (around 53,000) 
,,ras not included. 
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Of the 49,810 production workers, 62.'7 per cent were males. The bulk 
of the female workers ( 52.0) per cent was engaged in needlework . 
Average earnings rangea from 26.6 cent s in the needle\'fork industry 
to 47 . 6 cents i n the stone, clay, and gl ass products industry. Average 
weekly hours vlorked varied from 31. 5 in the chemicals and allied products 
industry to 53.4 in the foundries. 
TABLE 10. AV.ti:H.AGE HOURLY .!!:ARNINGS AND HOURS IN THE i.•i.AN\JFACTU .ING 
INDUSTRIES OF PUERTO RICO, APRIL 1946 
Industry 
All industrieJ/ 
Stone, clay, and glass products 
Paper and allied products 
Chemicals and allied products 
l·iachinery (foundries) 
Printing and allied industries 
Food and kindred products 
Transportation equipment 
Lumber and wood products 
i,1etal products (except machinery) 
Tobacco products 
Leather and leather goods 
Furniture and fixtures 
Textile products 
Needlework 
Ave. hourly 
earnings 
35.7 
47 . 6 
47.1 
46.2 
46.2 
43.1 
40.8 
38.8 
33.5 
31.9 
30.1 
29.5 
29.3 
29.0 
26 . 6 
Y Hiscellaneous industries included. 
Ave. hours 
worked 
36.9 
43.5 
46 .4 
31.5 
53.4 
42 . 3 
38.3 
42.4 
38.1 
35.7 
34.0 
37.9 
39.6 
36.6 
32.3 
Source: Department of Labor, Bureau of Labor Statistics. 
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TABLE 11. NUMBJ~R OF l!:STABLISH.MENTS, EMPLOYME NT, AND PAYROLL IN THE 
MANUFACTURING I NDUSTH.I ES I N PUERTO RICO, BY :1\:I.AJ OR GROUPS: 
INDUSTRY 
ALL INDUSTRIES 
Food and kindred products 
Tobacco products 
Textile products 
Apparel and other finished pro-
ducts made from fabrics and 
similar material 
Lumber and wood products (ex-
cept furniture) 
Furniture and fixtures 
Paper and allied products 
Printing and allied industries 
Chemicals and allied products 
Leather and leather goods 
Stone, clay and glass products 
Metal products {except machinery): 
Transportation equipment 
Machinery {f'oundries) 
Miscellaneous manufacturing in-
dustries 
APR IL 1946 
No. of Total Total 
:Production workers:Office and adminis 
: trative employees 
establish-: employment: weekly . IJI'eekly : : Weekly 
ments : : payroll Number : payroll:Number : payroll 
2,077 
569 
630 
22 
300 
51 
149 
4 
98 
64 
34 
73 
30 
13 
7 
33 
53,235 
23,318 
9,027 
1,590 
11,026 
492 
1,529 
265 
1,128 
1,163 
207 
1,399 
195 
108 
736 
1,052 
: ~ 797,774: 49,810 
417,902: 21,516 
95,499: 8,852 
18,258: 1,516 
100,831: 10,492 
6,869: 
18, 892: 
7,551: 
24,383: 
19,862: 
2,446: 
31,756: 
2,301: 
1,988: 
30,898: 
471 
1,459 
241 
855 
1,035 
198 
1,267 
190 
102 
604 
18,338: 1,012 
:$653,933: 3,425 :$ 
335,820: 1, 802 
90,570: 175 
16,124: 74 
88,830 : 
6,014: 
16,927: 
5,275: 
15,620: 
15,081: 
2 , 213: 
26,240: 
2,164: 
1,679: 
14,889: 
16,487: 
534 
21 
70 
24 
273 
128 
9 
132 
5 
6 
132 
40 
143,841 
82,841 
4,929 
2,134 
12,001 
855 
1,965 
2,276 
6,763 
4,781 
233 
5,516 
137 
309 
16,009 
1,851 
Source: Puerto Rico Department of Labor, Bure au of Labor Statistics. 
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The most important major manufacturing group is the food and kindred 
products. This industrial group employed 23,318 persons in April 1946, 
constituting 44.1 per cent of total manufacturing employment, a.'1d paid 52.6 
per cent of the total weekly payroll. The importance of the food and kin-
dred products group is accounted by the sugar industry which in April 1946 
employed 14,097 persons, 6o.l per cent of total employment and the food and 
kindred industry employment, respectively. 
In manufacturing , as well as in agriculture the most important indivi-
dual industi"J is sugar. There are 39 sugar mills and 3 refineries in the 
Island, Other i mportant indust ries obtain their raw material from the su-
gar processing, namely rum, paper, carton, ami v;allboard. Shipments of sug 
accounted for 64 per cent of the total value of exports from the Island in 
1939-40 and 50 per cent in 1945-46.1/ The industry works on a quota basis. 
The Sugar Act of 1948, approved by the U. S. Congress in July 1947, 
determines quotas for a five-year period (Jan. 1, 1948 to Dec. 31, 1952) 
authorizing the Secretary of Agriculture to establish a fix quota of 910,000 
tons. Only 126,000 tons can be refined, 
Other than sugar, the principal agricultural products which involve 
manufacturing operations are tobacco, coffee, fruits and vegetables, To-
bacco stripping plants operate seasonally. This industry employs around 
8 , 000 women, on the average, during the year, 
Aside from the processing of the forementioned agricultural products, 
our industry has been, to a large extent , of a handicraft nature. The most 
important industi"J of this kind has been needlework which employs around 
s . L. Descartes, Basic Statistics on Puerto Rico, Office of 
Puerto Rico - V.fashington, D. C. 1946. 
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50,000 women. This industry is characterized by home work. J:.iaterials are 
imported from the United States. Among the native handicraft products there I 
are string rugs, basketwork, hats, grass ~ugs, wood novelties, tortoise shel 
and coconut pi ns , and buttons. 
Hages are lower in Puerto Hico than in the mainland. According to the 
Insular Bureau of Labor Statistics, average hourly earnings registered in 
January 1948 fluctuated between 79 cents in the photengraving industry and 
19.5 cents in the handbags and small leather goods industry. 
The i mportance of industry as a source of income is discussed by 
Creamer as follows:11 
11By the end of 1944 manufactures as a group were relatively more im-
portant than they had been in the present years. In that year, for the 
first time, net income from manufactures (ll. 7 per cent of t otal net income) 
was approxinate1y one half as large as t he net total derived from agricul-
ture . Before t he war the most important branches of manufactures were sugar 
millint; and refining, needlework and other textil es , and the stripping and 
stemming of tobacco. In 1940 about two-thirds of the net income derived fro 
manufactures was created by the three principal industries; sugar processing 
alone accounted for 4 per cent of total Insular net income and for more than 
one-third of the net income originating in manufactures. 11 
11Hartime developments and a crop shortage, hovlever, resulted in some , 
changes in the peacetime structure of manufactures. By 1944 the distilling 21 
and bottling of rwn became the single most important branch of manufactures.=t 
Net income originating in this industry i ncreased eight- fold; from ~~1. 6 
million to $14.3 million in five years. This expansion •vas made possible 
by the absence in the U. s. market of competition from .t:.uropean imports and 
from the domestic production o.f alcoholic beverages derived from cereals. 11 
11 Needlework in the home and factory was the other manufacturing indus-
try which generated a larger net income in 1944 than sugar processing. In 
the early years of the period its development was impeded by crippling wage 
1/ Creamer, Daniel, The Net Income of the Puerto Rican Economy, 1947, 
University of Puerto Rico. 
3:/ After 1946 v~hen vfhiskey manufacture began to get its post-war 
impulse , the importance of this industry has been declining ver.t 
rapidly. The Insular Government is now spending almost $1,000,000 
in an effort to recup the rum continental market. 
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regulation of the Federal Government and by shipping shortages. Among the 
minor -manufactures, breweries, bakeries and miscellaneous food products 
made relatively much larger gains than the private economy generally, and 
much of this gain probably Hill be retained." 
30 
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CHAPTER lV 
THE INDUSTRIAL DEV~LOPMENT PROGRAM 
This chapter contains an evaluation of the industrialization program 
of Puerto Rico. Its scope, limitations and prospects are discussed in the 
light of the factors affecting its development. 
SCOPE OF THE INDUSTRIALIZATION PROGRAM 
The industrial development of Puerto Rico will be slow. 
There are three types of industries which should be expected to devel-
op in the Island: labor-oriented, market-oriented and, to a smaller extent, 
material-oriented industries. 
Labor oriented industries are those in which a wage differential deter-
mines the location of their plants. Several industries in Fuerto Rico, and 
specially the needlework trades, owe their existence to this factor. As 
long as a high proportion of our labor force are unemployed it is necessary 
.. 
to develop and expand labor oriented industries. The fact that wages in 
Puerto Rico are lower than those pai d in the Mainland should attract Amari-
can capital into labor oriented industries, at least, to produce for the 
local market. 
Material-oriented industries are those which find it advantageous to 
be located close to the natural resources which they process. The possibi-
lities for the development of these industries in Puerto Rico are limited 
by the scarcity of mineral resources. In this respect the processing of 
agricultural products offer the greatest possibilities. The Island is 
making extensive industri al use of some of its agricultural products, such 
as su gar, but many of the possibilities have not yet been exploited. 
Market-oriented industries are those whose location is bound up with 
the location of urban centers and their bounding rural popul ations. Their 
growth is dependent on increases in popplation and in consumer purchasing 
power, and changes in buying habits. The market for producers of ice, brea~ 
and ice cre am, for example, is limited by the perishability of the product. 
There is another group of industries which may found it adv antage ous to be 
loc ated close to the marketing area. Although many people do not see t he 
possibilities of such market-oriented industries in Puerto Rico, it may be 
feasi ble to establish this type of industry. The fact is t hat often the 
transportation cost of raw or semi-processed materials is less than the 
transportation cost of the finished products which in many cases require 
costly packing or require more shi pping space than the raw or semi-processed 
mat erials. In this sense the market may become the assembly point of mate-
rials for final processing. Amon g these industries may be included those 
producing machine-tool accessories, agricultural tools, and plumbers' sup-
plies. Other industries producing certain food products such as malt li-
quors, non-alcoholic beverage s, confectionery, etc., may be considered also 
as material oriented . 
The basic princi ples unf e rlying the program of industrialization should 
include the following: 
(1) A skilled industrial l abor force must be developed. 
(2) Savings must be encouraged and capit a l investment must 
be directed into manufacturing enterprises. 
(3) Adequate and cheap power and transportation must be 
provided. 
(4) A l arge share of imports should be replaced by local 
production. 
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(5) New industries must be protected from unfair competition. 
( 6) Intensive research should be conducted on nev' products and 
expansion of existing industries~ 
GOVERNMENT ASSISTANCE 
The Insular Government has attempted to promote the industriali zation 
of Puerto Rico by severa l methods, namely: tax exemption, capital grants, 
research, advertising, and other. 
Although before 1940 a coordinated attempt to industrialize the country 
cannot be found , new industries enjoyec1. t ax exemption ·since 1919 by Act. No. 
92, ammended in 1930 by Act No. 40 in 1936 by Act No. 94. These exemptions 
were not attractive enough, however, and on May 12, 1947 Act No. 346 was 
approved granting a tax moratorium to new industries. This act was repealed 
and supplanted by Act No. 184 of May 1948. (See appendix A). This law 
provi de s that the Executive Council of Puerto Rico, with the Governor's 
approval, shall grant "temporary exemption from property and income taxes, 
and from excise, license, or other municipal taxes" to any applicant who 
proves to the satisfaction of the Executive Council that he has established 
or wi ll establish a new industry in Puerto Rico. The exemption extends to 
all property, income, and activities connected with the operation of the new 
industry. It is a total exemption until June 30, 1959 , after 1vhich date, 
three years of partial exemption (75%, 50% and 25%) are provided. All exemp-
tion expires after June 30, 1962, unless further extended by t he Legislature. 
There shall be eligible for tax exemption unde r the provisions of this 
Act: 
1. "Any industrial unit having as its object the production on a 
commercial scale in Puerto Rico subsequent to J anuary 2, 1947, 
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II of any manufactured product not in production on e. commercial 
scale in Puerto Rico on said date, and for which there were on 
such date in Puerto Rico no manufacturing facilities capable of 
the production of said manufactured product on a commerci a l scale." 
2. Any or all of the industrial units of one of the designated in-
dustries, when a new unit of said industry has begun or begins 
its production on a commercial scale~r the first time, on any 
date subsequent to May 12, 1947, provided the new indu~trial 
unit, in the judgement of the Executive Council: 
(A) It established or is proposed to be e~tablished in 
good faith and with a permanent character. 
(B) Produces or proposes to produce, or has or will have 
capacity to produce, a substantial share of -~he 
articles of commerce, additional to that produced in 
Puerto Rico annually, on an average, by all existing 
units of such designated industry, during the three 
years prior to the date of the establishment of the 
additional industrial unit. 
(C) Secure a tax exemption under the provision!! hereof." 
3. "Hotels, as defined in Section 1 (e), 1 (f) and 1 (g) of this 
Act, and operated in Puerto Rico under conditions of s anite.-
tion and efficiency acceptable to the Executive Council of 
1/ 
PUerto Rico."-
1 1/ Act 184 of 1948, Section 2. 
I 
The most far reaching act of the Insular Legislature for the encourage-
ment of industries was the creation of the Puerto Rico Industrial Development 
Company in 1942. This agency was created to develop the resources of the 
island and to investigate the possioilities and effective methods of promo-
, ting their proper utilization through the establishment of industrial, mi-
l ning, conunercial and cooperative enterprises and educational programs as 
l well as to make researc~ in the marketing, distribution, advertising and 
exporting of all products of Puerto Rico and the needs and desires of the 
consumers for such products. In addition, this company was authorized to 
awn, establish and operate new enterprises for the purpose of exporting 
and distributing products manufactured from raw materials available on the 
Island. 
In addition to other powers granted, the Company was authorized to 
make mortgage loans to any person for the establishment, maintenance, opera-
tion, construction, reconstruction, repair, improvement or enlargement of 
any industrial, mining or commercial enterprises in Puerto Rico. In making 
such loans preference and priority was to be given to enterprises governed 
by coopera tive, governmental or other non-profit organization or to enter-
prises which gave the greatest social returna . The interest rate, maturity 
and other terms of loans made by the Company and the character and value of 
the security to be required for granting them, were to be determined s.nd 
fixe d by the Company. No loan wa s to be made unless from business experience 
and the f acts and circumstances of each case, the Company could reasonably 
predict that the enterprise which was to receive the loan would be able to 
repay it. To carry out the provisions of the act cree.ting the Company, an 
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appropriation of seventeen million five hundred thousand dollars ($ 17,500,000 
vvas made. Likewise, the Company may issue and sell its own bonds. 
The ori ginal act was later amended to provide that in addition to the 
other powers gr anted the Company was aut horized to es ta.blish, maintain, 
operate and engage in any enterprise for the purpose of exploiting and dis-
tributi ng products manufactured from the following raw materials: silica, 
sand, clay, leather, ba.rnboo, sugar cane fibers, coconuts, fish and vegetables 
for canning, hogs, cotton, salt, minerals, waste - and such other materials 
as might be obtained in Puerto Rico, or as might be imported from sources 
or markets outside of Puerto Rico. The Company was also authorized to en-
gage in the necess ary activities to promote the investment of capital owned 
by residents of Puerto Rico and avoid the evils of absentee ownership of 
large sca le capital. (See appendix B). 
In 1946, the Puerto Rico Development Company inaugurated an "Ai d to 
Industry Program" which has proved very valuable. This program provides for 
the design and construction of buildings for lease to private enterprises; 
the participation of the Industrial Company with private enterprise in new 
enterprises and the provisions of the service and facilities of the Indus-
,, trial Company to new private enterprises. 
Another act affecting industrial development was the creation of the 
Planning Board to prepare a master plan for the development of Puerto Rico. 
The Board prepare Einancial programs covering the anticipated appropriation 
requirements for the follo wing six years. 
lln.other act declared public service enterprises those engaged in the 
manufacture, production, processing or refining of sugar and to place these 
under the jurisdiction of the Pub lic Service Commission. 
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Act No. 252 of 1942 created the Development Bank of Puerto Rico as an 
1 instrumentality of the insul ar government for the purpose of developing the 
economic resources of the island together with the Industrial Development 
Company. An appropriation of $20,500,000 was made for this purpose. The 
Bank wa s authorized for the following purposes: (1) expansion of operating 
industry as business: to make loans on the valud of land , building and 
equi pment used in the operation of the business plus loans on new construc-
tion costs and new machinery costs; (2) aid in buisiness ventures to make 
loans on the cost of land, buildings, machinery and equipment; (3) to make 
small loans for equipment and machinery for expansion of operation or for 
beginning operations, and (4) to make loans on inventories. 
The re are five important industrial corporations ~med by the govern-
ment, mune ly: the Puerto Rico Pulp and Paper, P. R. Cement, P. R. Glass, 
P. R. Shoe and Leather, and P. R. Clay Products Corporation. 
The Pulp and Paper Corporation has a capacity of 12,000 tons a year. 
Most of its production is sold locally. 
The P. R. Cement Corporation is the soundest project sponsored by our 
government, from the view point of both production and volume of sales. 
Local demand absorbs the entire output of the plant. 
The Glass Corporation competes successfully with the major glass 
companies of the United States for the Puerto Rican market. Its main 
customers a re the rum and bee r industries. 
The Shoe and Leather f a ctory produces nea r 100,000 pairs of shoes a 
year. The quality of its product is high. 
The Cl ay Products Corporation manuf actures partition tile, floor tile, 
and drain tile, fire bricks, wall tile, and sanitary ware. There is a high 
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local demand for its products. Various South American are interested in 
these products. 
The forementioned industries employ around 1,000 workers. They are 
highly mechanized. 
Three nevr textile mills will operate in Puerto Rico. One will manu-
facture cotton blankets with an annual production of ~~5 ,000,000; another 
will make cotton textiles with a yearly output of ~no ,500,000; the third 
will make synthetic fiber cloth with an annual production of ~n ,ooo.ooo. 
The output of these plants will be used for local consumption and exports. 
It is estimated that these plants will employ around 1,700 workers. 
The production of wallboard from bagasse, a by pro duct of su gar cane is 
unde r consideration by the P. R. Industrial Development Co. This pro j ect 
woul d employ around 300 persons. 
The Company has granted financi al aid for the installation of flour 
milling capacity which will open about 200 additional jobs. 
Other projects include the manufacture of chinaware, soap, neon lamps 
and drafting instruments. It is estimated they will provide about 800 jobs. 
LIMITATIONS 
There are several general limiting f actors which present serious 
obsta cles to the industrialization of Puerto Rico. They are political, 
natural and even psychological £actors most o~ which are sub j ect to solution. 
A- Potential restrictions by Congress and the Federal Government. It 
is obvious that if CoDtE:ress does not deem the pro gram desirable they could 
destroy it easily. 
B- The scarcity of natura l resources. 
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C- Reluctance of investors to risk their money in new industrie s. 
D- Lack of entrepreneurship ability. 
E- Market restrictions limiting s ales in the continental markets. 
(example: sugar quotas. ) 
F-w The l ack of adquate ly trained workers. 
G. Competition of low· cost continental industries. 
All the forementioned limitations, except the lack of natural resources, 
may be solved through intelligent soci al and political arrangements. The 
pos si bi li ties of t he industrialization pr ogr am depend chiefly upon how the 
already stated limitations are offset. 
The slovr development of industri ali zation in Pue rto Rico may be !flainly 
accounted f or by the scarcity of na·tural resources. The Isl and's economy is 
eminently agricultural, more specifically it has been primari ly devoted to 
the production of a single crop sugar . We have not enough minerals to 
justify commerci al exploitation. The island produces no t imber; no domestic 
fuels, except charco a l and bagasse. There are some deposits of sulphur, 
ember, pl atinum, le ad , copper, gr aphite and cinnabar but in small quantities. 
There ar e s ands, limestone, gavels and clays of va rious kinds suit able for 
the manufacture of cement, gl ass, ceramics, and building. materials. 
Inasmuch as t wo thirds of the island is so mountainous that ordinary 
fiel d crops cannot be grown, much of the cultivated a re a consists of coffee 
plantations, ' a forest cover which controls erosion. Cane and tobacco grons 
on slopes have greatly impaired fertility and soil supply. 
Rainfall averages 71 inches annually. It exceeds 140 inches in some 
places but irrigation is necess ar y in others. The north and east coasts enj 
the south, west, and northwestern coasts rely on irrig 
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Mineral 
Silica sands 
I 
! Manganese 
Iron 
Kaolin 
I Gypsum 
TABLE 12. MINERAL RESOURCES OF PUERTO RICO 
.Amount of 
Location deposits 
:Scattered ceposits :Adequate 
: a long the north 
:Coastal plains 
:Adjuntas :Unknown 
:Corozal :Unknown 
Remarks 
:Suitable for manuf a cture of 
:glass products 
:Development appears feasible. 
:Development a pparently not 
:feasible. 
:Lares :Unknown :These deposits contain a high 
:percentage of silica. 
:Maricao 
:Juana Diaz 
:Aguada 
:Arroyo 
:Juncos-Humacao 
:Las Mesas 
:Ponce 
:Between Come rio 
: and Cidra 
:Juana Diaz 
:Trujillo Al t o 
:Large deposi~Generally low-grade ore. 
:Unknown 
:Small veins 
:Unknown 
:Unknown 
:450,000,000 
:Unknown 
:100,000 
:Unknown 
:This deposit has been mined 
:but at present operations are 
:stopped. 
:Good-grade ore but not feas-
:ible of development because 
:of small deposits. 
~Hematite ore 
:Magnetite ore 
:Limonite similar to but pro-
:bably inferior to Mayori de-
:posits in Cuba. Ore contains 
:1.5 percent chromium and 1 
:percent nickel. 
:Magnetite ore. 
I Bentonite :Near Aguada Pottery Clay :Various 
:Unknown 
:Small 
:Unknown 
tons:Not adequately explored. 
:Appears favorable for use in 
:manufacture of cement. 
:Appears to be a good deposit. 
:Low grade 
:Scattered deposits are suit-
:able for use in manufac~re of 
: pottery, brick and t ile. 
:Deposits are suitable for use 
:in manufacture of fertilizer 
Limestone 
Marble 
Copper 
Lead 
Zinc 
Gold 
:Various 
:Rio Piedras 
:Juana Diaz 
: ................. . 
................. 
. . . . . . . . . . . . . . . . . 
. . . . . . . . . . . . . . . . . 
: Adequate 
:Sma ll 
:4 x l miles 
: .......... . 
. ........ . 
.......... 
.......... 
: and cement. 
:Material is suitable for cons-
:truction of floors, stairways, 
:and ornamental architectural 
:designs. 
:(These minerals are present 
:(in such small or scattered 
:(quantities that mining them 
:(on a commercial scale 
~would be a dubious venture. 
Source: Puerto Rico Planning, Urbanizing and Zoning Board. A Development 
Plan for Puerto Rico. Technical Paper No. 1 January, 1944, P• 32. 
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Lack of mineral fuel has forced the use of the forests for charcoal 
causing a severe deforestation as a result of which waterpower is very low. 
Large quantities of fuel oil are imported for steam- generated power, while 
the povrer needs of the sugar mills is met by the burning of bagasse, a 
sugar cane waste product. 
The fact is that agricultural products are the only raw materials 
availabe in large quantities for manufacturing. Raw material for most 
manufactures come from the United States. 
The lack of interest on the part of investors is gradually dissappear-
ing in reaction to a we 11 planned advertising p ro gram. It is evident that 
Continental capital is becoming intere sted in the facilities granted by our 
government. There has been some shifts of continental industries to the 
Isla nd. Nevertheless, further shifts are uncertain because of recent 
Con gressional attacks. A test case, for the Fe deral Government reaction to 
the shifts of American industries to Puerto Rico was offered by the congres-
sional investigation or the Textile Corporation in Nashua, New Hampshire. 
The issue came about as a result of a complaint from the textile workers 
affiliated to the c. I. 0. The investigation was made by a special sub-
committee of the Interstate and Foreign Trade Committee headed by Senator 
Charles W. Tobey, Republican from New Hampshire, 1'mil Rieve, president of 
the Union of Textile Workers of America, represented the workers. He 
attacked the closing of the Textron factories in Nashua statin~ that the 
case meant the expansion of the insular industry at the expense of the 
1/ 
.American tax payers.- · This statement was refuted by Irwin A. Silvennan, 
1/ "F.l Mundo", September 24,1948, pp. 2,15 
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Legal Consultor of the Territories Division of the Department of the 
Interior. His testimony showed that ~he textile industry initiated its 
emigration to the South more than 50 years ago," that the ma. j ori ty of the 
textile factories are in the South, and that Puerto Rico now intends to 
join the picture. James P. Davis, director of the Territories Division 
of the Department of the Interior stated that the controversy "should not 
1/ 
affect the plans for the industriali zat ion of Puerto Rico."- He further 
explained that since a long time ago the continental textile firms had been 
facing high operating costs. 
Other than the $4,000,000 plant already under construction, the Textron 
Textiles Corporation is pls.nning the construction of five additional plants. 
The former plant will employ around 1,200 workers. The Industrial Develop-
ment Company appropriated ~? 3,500,000 for its construction. It is estimated 
that the annual payroll of the plant will amount to ~~ 900 ,000 and to 
2/ 
~~ 10,500,000 the value of its production.-
The Island is taking rea l advantage of the hiring of able continental 
managerial personnel who are establishing a sound economic basis in the new 
industries while at the same time giving the insular executives an opportun-
ity to learn and get interested in the manage rial field. 
Market restrictions in the Mainland have, of course, a direct relation 
to our political good will with the Federal Administration a.nci. constitute a 
very uncertain matter given political change s in the States. 
As a sequel of the Textron case, there were some attempts to extend 
1/ "El Mundo", September 30, 1948, pp. 1, 18. 
2/ "Diario de Puerto Rico", January 19, 1949, PP• 1, 20. 
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the minimum wage of 75 cents to Puerto Rico. On the other hand William R. 
Me. Comb, Federal Administrator of Wages and Hours, in his annual report to 
Congress stated that he di d not deem it necessary to include Puerto Rico in 
the high level of wages which prevail in the United St ates. He reported 
that most of the insular big industries were bein g reexamined re gar ding post 
war wap:,es and hours. Durin g last ye ar 14 industries were surveyed . The 
1/ 
minimum wage of 40 cents an hour was applied to 4 of them.-
Any attempt to fix hi gher wages f or our industry offers a t wof old pro-
blem. On the one hand, low wages have been the incentive to attract foreign 
industries to the Island. On the other hand, th~ objective of the industri 
liz at ion program is to raise the standards of living by raising the working-
mans income. Is industrialization a means to an end or is it an end in 
itself? 
The setting of a high f ederal minimum wage to the Insular industry 
would undaubtedly slm~ the industrializ ation program. Despite the f act 
that wages are lower than those paid in the Mainland production costs are 
higher in the Island . These higher costs are accounted for mainly by the 
lower skills and productivity of our working man and the higher prices of 
the capital goods employed in production (imported from the St ates). This 
fact has led the Federal Administration of Wage s and Hours to apply lO'Ner 
¥rage minimums to Insular industries. During fisca l year 1947-48, 14 l a rge 
sca le industries of the Island were studi ed. Wages paid by these industri e s 
varied betv1een 15 and 35 cents. The hi ghest minimum wage that could be set-
40 cents- was applied to only 4 of them. li'fage incre ases in the 14 industri 
y "Di ario de Pue rto Rico", January 19, 1949, PP• 1, 20. 
averaged only 5 cents, 
The industrialization program sponsored by the government has thus far 
created about 7,000 new jobs. The program has been attacked on the basis 
that these openings represent a very small contribution to the solution of 
our economic problems. It is obvious that the success of the program should 
not be measured with the yardstick of present direct employment. Indirect 
or secondary emp~~ent resulting from the "multiplier effect" should be 
a lso conside red.-
It can be argued that it woul d be advant age ous for the United States 
to encourage the industrialization of Puerto Rico. The Island ranks among 
the first ten customers of the continental market in the world and among 
the first four in Latin America. If as a result of a failure of industri ali 
zation plans income should fall, the position of Puerto Rico as an important 
customer of American products woul d decline. The extent of such a decline 
is indicated by the Island's high prosperity to import . Robert L. Sammons, 
in his study of our bal ance of external payments from . 1929 to 1942, 
estimated the Insular marginal propensity to import, as 0.68 i. e ., a change 
of ~~ 1,000 in income is associated with a corresponding change of $680 in 
imports. 
Most of the Americans who have recently visited the Island agree on 
the fact that the industrialization pro gram should be encouraged by the 
Un ite d States. Mr. Beardsly Ruml, president of Macy' s Corporation and an 
economist, repres ents the feelings of those who understand the program. 
In a s peech before the Board of Trustees meeting of the Committee for Econo-
1/ The multiplier is, in simple terms, the rel ation between an increase in 
investment and the resulting increase in income and employment. 
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mic Development at Washington, D. C. he st ated, among other things, that 
"a conscious program for the industrialization of Puerto Ili co, promoted 
cooperatively by the Governments of the United States and Puerto Rico as 
an inescapable consequence of the realities of population density and the 
shortage of resources, is a matter of ,deep concern to the Committee for 
Economic Deve lopment, and to the business co~~unity generally. Puerto Rico 
is no mere geogra.phical frontier inviting inclustrial and commercial exploita-
tion. It is a world focus of human interest, a test of governmental policy 
and of the resourcefulness of private managerial enterprise. In Puerto Rico, 
government and private business have a. pressing, and extremely difficult, 
but, I believe, a promising setting in which opportunity and duty can be 
combined in a demonstration of very general signifi cance." (See appendix C) 
LEVELS OF SKILLS 
Are cessary requisite for the success of industrializ ation is a skilled 
lafuor force. It is not enough to have a. large number of available workers; 
they must be able to perform the specific jobs in the manufacturing process. 
A very well organized training program is sponsored by the insular 
government. The lack of skills of our la.borforce will have been overcome 
within this de cade. 
Since the basic e conomy of Pue rto Rico has always been agricultural and 
most of the farm work is performed with comparatively simple hand tools, the 
level of skill of the Island's labor force is low in relati on to that of 
highly industrialized countries. Nevertheless, Puerto Rican workers have 
been found to be extremely able for certain manufacturing operations requit.h 
manual skill and dexterity and appear to have an inherent a ptitude for 
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delicate precision work. 
The occupational breakdown of the Puerto Rican labor force in 1940 
' 
shov1s that over 43 per cent of the working population was engaged dire ctly 
in f arming activities. On the other hand, a. high proportion of the workers 
was engaged in activities related to manufacturing, construction and repair 
services. For example, about 18 per cent of the working force was classified 
as 11 opera.tives and kindred workers," consisting of about 58 ,000 female 
workers engaged in the apparel and needle trades and much smaller groups 
of men and women employed in tobacco factories, sugar mills, and various 
other manuf a cturing industries; over 5 per cent were classified as "crafts-
men, foremen, and kindred workers" consisting primarily of skilled construe-
tion workers, mechanics, and other re pairmen; and about 5 per cent as non-
I I 
farm laborers con8isting chiefly of sugar mill workers, longshoremen, and 
construction l aborers. Despite the import a.nce of needlework, sugar and 
tobacco, Puerto Rico also has sma ll groups of workers trained in practically 
all types of manufacturing work. In addition, the Island has mechanical and 
other technical engineers, ·chemists, metallurgists, and v arious groups of 
professional and skilled workmen whose training and experience have been in 
production activities. 
Vfuile manufacturing has been gaining in Puerto Rico in both abso~ute 
and relative importance since the 1tmerica.n occupation, a. large proportion 
of' this activity has been concentrated in industries utilizing primarily 
handwork such as needlework and tobacco processing. As a result, investment 
and consequently productivity per worker have been comparatively low and 
per capita. income derived from manufacturing has been approximately the same 
as that derived from agriculture. 
Nevertheless, Puerto Rico has several manufacturing industries with a 
comparatively heavy investment per worker and a correspondingly higher rate 
of productivity per employee. ~mong the group of more highly mechanized 
industries are the milling and refining sugar, the distilling of rum, and 
the manufacturing of cement, glass containers, paperboard and paper cartons. 
In addition, several other industries which are not so highly mechanize 
nevertheless utilize skilled and semi-skilled machine operators. Included 
in this category are power-sewing machine operators in the apparell and 
needle trades, knitting machine operators in the hosiery and hairnet indus-
tries, automatic punching machine operators and power-machine sawyers in the 
I pearl button industry, automatic bottling machine operators in the beverage 
industries, cutting and stamping machine ! operators in the leather goods 
industry, foundry casters, etcetera. 
With an economy depending largely on non-mechanized agriculture, Puerto 
Rico has a l abor force which is predominantly non-specialized. According to 
the 1940 Census, only 2.8 per cent of the labor force had professional or 
semi- professional training. 
The facilities for technical education and training in Puerto Rico have 
increased and have been considerably improved over the last ten years. The 
School of Industrial Arts of the University of Puerto Rico, completed in 
1948, has an excellent system of vocational and technical training. This 
school supplements the already existing prog~ams of apprenticeship training 
developed with the advice of an apprenticeship council and a division of 
I apprenticeship in the Puerto Rican Department of Labor, special on the job 
traimd.ng for veterans vocational, trade and industrial training classes in 
eight vocational schools and in the Polytechnic Institue at San German, 
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courses at the pre-college and college levels, and extension courses for 
part time students at the Univ~rsity School of Industrial Arts. 
The Vocational Trade and Industri al Education program is supported both 
by Federal and Insul ar appropriations for paymGnts cr teachers, materials, 
supplies and parts, equipment and administration. During 1946-47 there 
were eleven vocational schools in operation. 
In 1931, the benefits of the Federal Smith-Hughes Act were extended by 
the U. S. Congress to Puerto Rico, carrying a grant during that year of 
~ 120,000. Since then steady progress has been made in vocati onal education 
with a total of $507,305.67 Federal Vocational Educational funds being made 
available for 1948. It is safe to say, however, that there are still many 
more indivi duals de siring entrance to vocational courses than can be 
accomodated. 
A new school of Industrial Arts at the University of Puerto Rico, was 
created under Insular laws in 1945. It has capacity for 3500 students. A 
total of 53 courses is offer~d - 35 on the vocational pre-college level; 12 
extension courses on the pre-college and in-services training level; and 6 
on the college level. 
Under college level (vocational) courses include such subjects as air 
conditioning, automobile mechanics, aviation mech anics, baking technique, 
carpentry, ceramics, drafting, dressmaking, electricity, foundry pr~ctice, 
laundry operation, plastics, plumbing, printing, radio, refrigeration, 
welding, etc. 
Extension courses (pre-college level and In-Service Training) include 
such subjects as A. c. Motors and generation, agricultural machinery, 
automotive gasolinge engines, diesel engines, radio servicing, etc. 
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College l evel courses, and postgraduate include industrial plant 
designs, industrial plant operation and management, ind~stri al safety 
engineer, industrial refrigeration, interior decoration and power house and 
electric substation operation and management. 
EXPANSION OF EXISTING INDUS TRIES 
The industrialization program has not stressed the expansion of exi stin@ 
industries. Nevertheless this area of e conomic development should not have I 
I 
been overlooked. An outlook of the expans ion possibilities of specific 
e~isting industries follows: 
1. Sugar and related products 
If we assume that by 1960 tha Island will retain the actual relative 
position in the mainl and market it may be able to produce a total of about 
1, 250,000 tons of sugar for mainland and local consumption. 
Under the Sugar Act of 1948 Puerto Rico is allowed to refine only 
126,000 tons of the 910,000 tons quota. If the entire sugar production 
estimated for 1960 were to be r efined in the Island, jobs for around 4,000 
workers would be provided. Present amployment is about 1,000. 
Candy manufacture is a promissing industry. The main ingredients 
(sugar, chocolate , nuts) are available locally. There is an important local 
market ( about a million dollars are imported annually) and the exports possi 
bilities are good. 
2. Tobacco 
Unless the cigar and cigarettes local industry is succesful in re-
covering its former export market employment this industry will continue to 
decline with the next decade. 
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3. Textile and apparel 
The expansion possibilities of this industry are guaranteed by a 
l abor cost differential. It is also suited for expansion because of the 
low capital investment required. More than $11 million of wearing apparel 
was imported in 1945-46. A l a r ge share of this imports may be replaced 
by local production. 
4. Canning and preserving fruits and vegetables 
This indu~try comprised 29 establishments and ranked 7th among the 
Island's industries in terms of employment in April 1946. The products of 
the industry consist largely of grapefruit segments and juice, pineapple 
crush, and pineapple juice. The industry will also can large amounts of pa-
paya juice, guava nectar and mango jelly. This industry meets all the re-
quirements for expansion. 
5. Paper and allied products. 
The Puerto Ri co Pulp and Paper Construction, subsidiary of the 
Industrial Development Company, has laid the basis for a paper industry as 
a necess ary service to important enterprises. The use of bagasse, the sugar 
cane waste product, in paper making is a significant step. 
6. Chemical and allied products 
Many of these products (soap, fertilizers, drugs and medicines) can 
be produced in the island. Imports of these products amounted to about 
$ 20 million in 1945-46. 
7. Printing and publishing · 
This underdeveloped industry should be expected to expand with the 
increase in the publication of Spanish texts and other academic materials. 
This will come as a result of the Education Department's decision to te ach 
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1/ 
in Spanish.-
8. Lumber, furniture and other wood products 
There are l arge possibilities for expansion given an adequate train-
ing of labor skills. About $1.5 million worth of furniture is imported 
annually. Most of it can be produced locally . This industry also has the 
advantage of requiring little capital per worker. 
9. Leather and leather products 
.i:L shoe industry recently began operat ions and its possibilities are 
excellent. More than $20 millions of these product are imported annually. 
10 . Stone , cl ay an d glass products 
The Puerto Rico Industrial Development measures account for a strong 
glas s and clay industry in the Isl and . Cement and glass are already being 
exported. Cl ay and ceramic products offer good opportunitie s for expansion. 
CAPITAL REQUIRE.MEN'rS 
Popul ation growth will determine the number of jobs that will have to 
be provi ded ru1nually. It is estimated that about 800,000 jobs will have to 
be av ailab le by 1960. l'a.king the 1948 l evel of employment as 627,000, it 
can be assumed that about 14,000 jobs wi ll have to be created each ye a r i n 
order to attain the 1960 goal. 
Inves tment required f ovthe creation of industrial jobs vari es wide ly 
according to the character of the indust ry. In highly mechanized industries · 
the investment is high in relation to the numbe r of persons employed. The 
production of cement requi re s an investment of around $8,000 per job. On 
the other hand, the manuf acture of shoes require around $3,500.00 per persoTh 
y Instruction was formerly made in English. 
L 
l 
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TABLE 13. INVESTMENT AND NUMBER OF WORKERS IN 103 
MANUFACTURING ESTABLISHl~NTS 
1940 
:Number: :Number :Investment 
Industry of Total of per 
:Plants:Investment :Workers: Worker 
:(in thousands 
Sugar -raw 9 : ~~ 12,373 998 :$ 12,398 
Sugar - refining 1 3,068 112 27,398 
Food & Related Products 45 3,738 :1,584 2,360 
(Excluding sugar) 
Distilleries 3 1,380 274 5,038 
Rum - bottling 1 810 166 4,880 
Ice cream manufacture 3 28 12 2,333 
Seft drink manufacture 3 107 72 1,486 
Liquors, rectified 1 96 98 980 
Confectionery 2 34 30 1,148 
Soup manufacture 3 155 154 1,006 
Cracker manufacture 2 343 200 1,716 
Bakery products 13 160 201 798 
Ice manufacture 1 162 96 1,688 
Cigar manufacture 6 40 88 455 
Textile Products: 
Nets 1 254 117 2,168 
Needlework · 22 388 . :1,066 364 
Wood , furniture & wood products 7 1,387 251 5,526 
Doors & window frames 2 26 4T 634 
Furniture 4 223 69 3,237 
Pulp & paper (Industrial 
Company 1 1,138:it 141 8,070 
Chemicals & related products 6 116 64 1,812 
Soap T 50 14 3,571 
Medical alcohol & perfumes 3 50 20 2,500 
Essential oils 2 16 30 533 
Hides, skins & related products 2 2 7 357 
Stone, clay & glass products 10 4,345 689 6,307 
Cement blocks & pipes 5 148 82 1,800 
Marble work 2 4 4 1,050 
Cement products (Indus t rial 
Company) 1 l,l701l 246 4,756x 
Clay products II 1 6831 151 4,523*. 
Glass products " 1 2,3401 206 ll,359:X 
TOTAL (omitting sugar 
mills & refineries : : 10,229 :3,778 . (,:.; 2,707 • 'II' 
x In 1940 prices (estimated as 65/o of 1947 investment f1gures, as g1ven 
the Economic Division, Puerto Rico Industrial Development Company). 
SOURCES: Report on selected industries studied, December 1940, by the 
Bureau of Labor Statistics, Puerto Rico Department of Labor, unpublished 
by 
reports of the Industrial Development Company. 
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Handicraft industries such as needlework require an investment of only 
~400.00 per job. The capital investment required for industries in line 
·with the Island's general industrial pattern is shown on table 14. 
It can be assumed that with a l arge l abor force to be ~mployed and with 
the scarcity of invest ment funds available in Puerto f{ico, the industries 
using a big proportion of labor will be encouraged, specially the food, 
processing, textile, apparel and handicraft industries. 
Other than the capital needed for factories and machinery, there will 
be additional investment requirements for construction and transportation 
equipment, roads, power plants, poTt facililities, warehouses, etc. 
Assuming an average inves tment of $2,000 (at 1940 prices) the creation 
of employment opportunities for around 170,000 new workers by 1960 would 
require a capit a l investment of about 340 million do ll ars in 1940 prices, 
i. e ., about 25 millions per year from 1948 to 1960. In 1948 prices this 
woul d double. 
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CHAPTER V 
SUHHAH.Y AND CONCLUSIONS 
Puerto Rico provides the picture of a country where industrialization 
has not been given much attention. The retarded development of an industri 
I
. p rogram in the Island is mainly accounted for by the lack of natural 
I resources, the shortsightedness of its political leaders and t h e peculiar 
political relations between the :Mainland and Puerto H.ico. 
Tile delayed attempt to solve the insular social anci economic problems 
has been sponsored under t,he able and good faithed leadership of Luis Nufioz 
Harin, present Governor of the Island. 
Puerto Rico faces serious problems. The most difficult of which is 
overpopulation. This . small and poor Island must feed arm.md 2,200,000 
persons, approximately 640 persons per square mile. The rate of population 
increase-31 per 1000-is the highest in the world. It is estimated that by 
l96o Puerto Rico will have more than 3,000,000 inhabitants. 
The Island is hilly and mountainous. Land is scarce and poor. 
The sugar industry is the backbone of the Island's economy. However, 
t h e apparently sound position of this industry is gradually slackening, 
inasmuch as the sugar producing areas which supply the Continental market 
are becoming mechanized. Hawaii, for example, with only 26,000 workers 
produces an output which in Puerto Rico takes 140,000. Evidently the Island 
will not be able to compete \dth other areas unless the industry mechanizes. 
This process would be somewhat limited by our irregular topography. Even if 
i rrnnediate mechanization were possible the problem entailed by the resulting 
t echnological unemployment would bring economic maladjustment. 
Host of the Island's income is based upon industries that produce for 
foreign markets. On the other hand, with the exception of locally grown 
foods, it imports practically everything. Almost all of Puerto Rico's 
exports are sold in the Hainland and more than 90 per cent of the imports 
come from the United States. 
Federal aids and expenditures in the Island, which in 1946 amounted to 
:,~184,447 , 000 , h ave made possible to carry out most of the Insular goverrunent 
plans. 
There are around 700,000 persons in the labo r force which normally 
represent around 50 per cent of the population 14 years old and over. 
Unemployment averages around 11 per cent of the labor force. 
The scope of industry in the Island is very limited. Nanufacturing is 
characterized by the predominance of small establishments. viore than half 
of t he establishments employ less than 6 workers. 
Ot her than sugar, the principal agr-icultural products \'lhich i nvolve 
manufacturing operations are tobacco, coffee, fruits and vegetables. Aside 
from the processing of these products, i ndustry has been, to a large extent, 
of a handicraft nature. 
't1ages are lower in Puerto Rico than in t he f/iainland. In 1948 average 
hourly earnings varied between 79 cents i n the photoengraving industry and 
19.5 cents in the small leather goods industry. 
Granted t he inability of the Insular agricultural economy to cope 
with the Island's needs, it is obvious t hat industrialization comes out to b 
the main way out to o.void economic stagnation i n Puerto Rico. However, it 
I should be kept in mind that the attempt vrill not be o. "bed of roses.11 
I 
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In an attempt to industrialize the Island the Insular government 
sponsors several rather attractive measures. New industries enjoy a tax 
moratoriwn, loans are made to industrial enterprises, intensive research 
is being undertaken, a vast vocational training program is being conducted. 
The rnain factors vlhich limit a rapid program of industrialization are 
the lack of natural resources and potential Federal restrictions. The 
latter should be offs et through intelligent political arrangements. Other 
limitations are t he lack of a skilled industrial labor force, reluctance 
of investors to engage in industrial enterprises and competition o low 
cost continental indus tries. 
A clear understanding of the objective and i mplications of our program 
will be essential to its success. The writer is firmly convinced that the 
success of our endeavor will be profitable t o the Continental interests and 
the American people, as a whole. Puerto Rico is one of the best ten markets 
for the United States products . This position of the Island as an important 
customer of the American market, supposes an aggregate of eff ective demand 
proportioned to the need of Puerto PJ.co to buy the goods and services which 
it cannot produce and the interest of the continental market to sell these 
goods and. services . A failure of the industrialization program >-rill bring 
a market drop in the Island's income and consequently in the eff ective 
demand f or Continental goods and services. Furthermore, federal aids and 
:j expenditures would tend to increase. 
}fainland to encourage the program. 
It is, thus, to the advantage of the 
The program sponsored by the Insular government has not given due 
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emphasis to the expansion of existing industries. The expansion possibilitie~ ~ 
of the follo>~ng industries should be carefully considered: candies, textile 
and apparel, canning of fruits ru1d vegetables, chemicals and allied products, 
J printing and publishing, furniture and other wood products, leather and 
leather goods, clay and ceramic products. 
On the other hand, new industries such as the manufacture of plastic 
products, crab meat canning, and elaboration of fancy figures carved on 
coconuts should be established. Experimentation might be financed by the 
government to discover new uses for baggase, molasses, etc. 'l'he 
possibilities of rattan (a rare >·mod variety) for varied uses should be 
explored. The organization of the Bpellizasu (fancy string rugs) industry 
is necessary. 
The program should not lose sight of the fact that small industries 
shall play an important role. Small industries especially handicraft, 
would be a good source of emplo~nent opportunities. The Land Authority of 
Puerto Rico sponsors a rural resettlement program and about 150 rural 
communities have been organized. This program provides a favorable 
opportunity for the establisrunent of small industries in an experimental 
stage. 
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APPENDIX A 
ACT 1m . 184 OF 1948.t GRA.NTII~G TAX EXEMPTIOl~ TO l\JIDV I NDUSTRIES 
AN ACT 
To declare the policy of The People of Puerto Rico in connection with tempo-
rary tax exemption for new industries; to determine which industries 
shall be eligible for the benefits of this Act; to establish the natur~ 
extent .. and scope of the temporary tax exemption to be granted to said 
eligible temporary tax exemption to said eligible industries and to 
revoke the same in certain cases~ and to make such rules and regula-
tions as may be necessary for such purposes; to repaid Act. No. 346~ 
approved May 12~ 1947 .. and Act No. 22~ approved Decembers .. 1947; and 
to appropriate the sum of thirty thousand (3o .. ooo) dollars~ in order 
to carry out the purposes of this Act. 
STATEMENT OF MOTIVES 
The Legislature of Puerto Rico .. by the present Statement of Motives and by 
the instrumentality of this Act .. declares; 
That .. considering the limitations in territory .. in agricultural 'tealth .. and 
in other natural resources o£ Puerto Rico, it is an unavoidable duty of 
our Government to promote the industrial development of the country in 
·order to raise the standard of living of the people of Puerto Rico and 
to give a sound foundation to its economy. 
That in order to ensure the most effective development of the necessary in-
dustrialization .. so as to lay a solid foundation for Puerto Rican 
economy .. it is necessary to give to all new industries as well as to 
some of the industries already established and which have a potentialit,y 
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for expansion because they have not yet reached their full development~ 
the greatest possible encouragement by granting them tax exemption sub-
ject to the fulfillment of certain conditions. 
For the most efficient employment of our human resources, the most fruitful 
utilization of our l:imited natural resources, the assurance of ample 
employment opportunities for our labor masses, the remedying of the 
unemployment arising from the inability of our agriculture to absorb 
all the available hands, it is necessary that the Government of Puerto 
Rico shall prepare to wage the battle of production1 by providing indi-
viduals and entities with the encouragement and facilities that will 
render commercially attractive the establishment of new industries in 
Puerto Rico, as well as the development of those industries already in 
operation which are capable of expansion. 
In order that the encouragement tendered by this Act in the form of tax 
exemption for the promotion of the industrial development of Puerto 
Rico may be an incentive, having a real and unmistakeably sure basis, 
the Legislature of Puerto Rico hereby declares that it considers alltax 
exemption granted under the provisions of this Act as being in the na-
ture of a contract or agreement between the Government of Puerto Ri.co 
and the industry receiving the benefit of the exemption, and that it 
proposes not to adopt any legislation which may impair or limit such 
exemption or which may defeat the purposes of this Act. 
The Legislature of Puerto Rico considers that the industries listed below, 
and denominated in this Act as "designated industries", are industries 
established in Puerto Rico, which have good prospect for further dave~ 
ment; that their expansion is necessary for the promotion of the Puerto 
6o 
Rican economy and that they deserve, therefore, to enjoy the benefit 
of tax exemption granted to them by this Act. 
1.- Articles produced by assembling plants. By assembling shall 
be understood those factories engaged in the production of 
articles of commerce, excluding furniture, by the joining of 
parts, provided that the cost of the work of assembling the 
articles represents such a substantial part of the total cost 
of the article, that in the judgmen't of the Executive Council, 
the industry deserves the exemption herein provided for. 
2.- Articles of straw, reed, and other fibers. 
3.- Artificial £lowers. 
4.- Balls for baseball and other sports. 
6.- Bedsprings and mattresses. 
6.- Billfolds and other articles made of leather or imitation 
leather. 
7.- Bodies for motor vehicles. 
8.- Candles. 
9.- Candy. 
10.- Canned products. 
11.- Ceramics, including bricks, roof tiles, sanitary ware, tiles 
of all kinds, and other clay products. 
1.2.- Cheese. 
1.3.- Cigars. 
14.- Cigarettes. 
15.- Cinematographic jobs in motion pictures produced and exhibited 
for commercial purposes. 
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16.- Cosmetics. 
17.- Cotton~ silk~ or rayon hosiery. 
18.- Crackers. 
19.- Edible oils and facts. 
20.- Fiber from the coconut and other fibrous plants~ and articles 
and products derived therefrom. 
21.- Fishing tackle~ including nets and rods. 
22.- Furniture except what is provided under No. 1 above. 
23.- Polishing of diamonds and other precious and semiprecious 
stones. 
24.- Glassware. 
25.- Gloves. 
26.- Matches. 
27.- Paperboard and paper pulp. 
28.- Pottery. 
29.- Candied citron. 
30.- Candied or preserved fruits. 
31.- Rugs. 
32.- Shoes and slippers. 
33 ... Soaps. 
34.- Food pastes. 
35.- Tannery products. 
36 ... Tin containers. 
37.- Toys. 
38.- Water and oil paints. 
39. Cattle and poultry feed mix in general. 
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40.- Wcnnen outerwear~ including but not lmited to~ dresses and 
coats, provided the cutting of materials therefor is done 
in Puerto Rico. 
41.- Any article of commerce manufactured mainly from textiles 
and which is produced in Puerto Rico, provided ninety (90) 
percent or more of the cost of the textiles used in the 
manufacture thereof, covers textiles produced in Puerto 
Rico; PROVIDED, HffiV1~R, that for the purpose of computing 
the said ninety (90) percent any lace, drawn work, mesh, 
ribbons, braids, rickrack, and narrow elastic and non-elastic 
fabrics used in the manufacture of said article shall be dis-
regarded. 
The Legislature of Puerto Rico considers that the Puerto Rican climate and 
landscape make of our Island an excellent tourist spot, but that it is 
not possible to attract tourist to Puerto Rico if we lack accommoda-
tion facilities. For the purpose of encouraging the construction and 
maintenance of hotels which will affort suitable accommodations for 
tourists, and considering what that will mean for the expansion of our 
trade, the Legislature of Puerto Rico deems it necessary to grant tax 
exemption to such hotels as, in compliance with the provisions of this 
Act, guarantee accommodation facilities which will make tourists a 
good source of income for Puerto Rico. 
BE IT El~CTBD BY THE LEGISLATURE OF PUERTO RICOa 
Section 1.- Definitions. 
As used in this act, the following terms shall have the following mean-
ings: 
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a.- Designated Industry.- Any of the forty-one (41) industries listed 
in the Statement of Motives of this Act. 
b.- )(anufactured Products.- The term "manu.f'actured products" shall mean 
not only all products transformed from raw materials into articles of com-
merce finished by hand or machinery~ but also any product the value of which. 
in the judgment of the Executive Council, is substantially increased by 
processing, assembling, or extracting. 
c.- Industrial ~·- Any plant, factory, machine, or machine ensemble 
having a capacity for performing the major functions involved in the pro-
duction of a manufactured product on a commercial scale. A plant, factory, 
machine, or machine ensemble may be considered as a separate industrial uni~ 
within the meaning of this Act, even though it may use, in common with other 
industrial units, certain minor facilities such as, but without limitation~ 
sections of buildings, power plants, warehouses, materials conveyors, or 
other minor production facilities. In the case of such facilities which are 
being used in common, the Executive Council may limit the tax exemption to 
a part of the value of such facilities, the determinant factors of such use 
being, among others, the space occupied, the time and nature of the use~ and 
its importance to said industrial unit. 
d.- Productions on a Commercial Scale.- Productions for sale on the 
market in the normal course of business in quantities and at a price which 
justifies the operation of an industrial unit as a going business. 
e.- Hotel.- Any building or group of buildings principally and bona 
fide devoted to the furnishing of sleeping accommodations for pay primar-
ily to transient guests, in which no less than fifteen roams are furnished 
for the accommodation of such guests; and having one or more dining roams 
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where meals are served to the general public; provided such facilities are 
operated in Puerto Rico under the conditions and standards of sanitation 
and efficiency acceptable to the Executive Council of Puerto Rico. Hotels 
may be of two classes, tourist and commercial hotels~ each of which is here-
after defined. 
f.- Tourist Hotel.- Includes a hotel operated primarily in the interest 
of the tourist trade and which shall have as an integral part thereof~ withln 
the limits of the hotel site, and in proportion to its maximum accommodation 
facilities~ one or more of the following typical tourist attractionsa 
(1) Beach of lake development, swimming pool~ or both with adequate 
bathing or other water sport facilities, efficiently to serve its guests. 
(2) Rural of' semi-urban hotel location including ample grounds around 
the hotel structures, and adequate facilities for horseback~ riding~ hiking~ 
game courts~ or other outdoor sports, and provided the hotel operation is 
devoted efficiently to serving its guests with such facilities. 
g.- Commercial Hotel.- For the purposes of this Act all other hotels 
not comprised within the limitations of the above definition of tourist 
hotels shall be considered as commercial hotels. 
h.- "Exemption Period".- The period starting on July 1, 1947 and end-
ing June 30~ 1962. 
The other terms employed herein, unless otherwise specifically provide~ 
shall have the same meaning as in a similar context in Act No. 74 of Aug. 6, 
1925, as amended, and regulations thereunder. 
Section 2.- Eligible Industries. 
There shall be eligible for tax exemption under the provisions of this 
Acta 
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a.- Any industrial unit having as its object the production on a com-
mercial scala in Puerto Rico subsequent to January 2, 1947# of any manu-
factured product not in production on a commercial scale in Puerto Rico on 
said date# and for which there were on such date in Puerto Rico no manufac-
turing facilities capable of the production of said manufactured product on 
a commercial scale. 
b.- A:o.y or all the industrial units of one of the designated industria 
when a new unit of said industries has begun or begins its production on a 
commercial scale, for the first time, on any date subsequent to May 121 1947, 
provided the new industrial unit, in the judgment of the Executive Council; 
1. If established or is proposed to be established in good faith and 
with a permanent character. 
2. Produces or proposes to produce, or has or will have capacity to 
produce, a substantial share of the articles of commerce# additional to that 
produced in Puerto Rico annually, on an average, by all existing date of the 
astablisl~ent of the additional industrial unit. 
3. Secure a tax exemption under the provisions hereof. 
c.• Hotels, as defined in Section 1 (e), l(f) and l(g) of this Act, and 
operated in Puerto Rico under conditions of sanitarian and efficiency ac-
ceptable to the Executive Council of Puerto Rico. 
d.- Any industrial unit which although qualifying for a tax exemption 
under the provisions of Act No. 94, approved May 14, 1936, applied for a 
tax exemption but failed to obtain it under such act; or any industrial 
unit which did not apply for tax exemption under said act because it had 
been established by the Government of Puerto Rico or by any of the instru-
mentalities thereof, for which reason it was not subject to taxation. 
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The Executive Council of Puerto Rico may# in the exercise of a sound 
judgment, deny the tax exemption in any of the cases listed under sub-
divisions (a), (b) and (d) of this section; when in its judcment, the 
article of commerce produced or to be produced by the applicant# because 
of the use thereof of other factors, will be a substitute for, or a com-
petitor with substantial advantages on account of the exemption, of similar 
articles of comn1erce produced by industries established in Puerto Rico; 
PROVIDED, HmVEVER, That notwithstanding the foregoing provisions, the 
Executive Council may grant the exemption whenever in its judgment, the 
applicant eligible industry represents a substantial gain for the general 
economy of Puerto Rico by reason of the employment opportunities it may 
provide# the prospects for the development thereof in a higher scale in 
Puerto Rico, and the quality and efficiency in the use, or in the benefit 
to the community, of the article of commerce which the applicant eligible 
industry produces or will produce. With the exception of the industries 
for the manufacture of concrete blocks, the Executive Council, may, in 
gra.~ting exemption to any industry under the aforesaid circumstances, on 
petition of the interested party grant said exemption to such other exist-
ing industries manufacturing similar articles of commerce as in its judg-
ment will sustain substantial predudice because of the substitution or 
competition referred to in this paragraph. 
Section 3.- Applications ~ Industrial ~Exemption. 
Any natural or artificial person who has established or proposes to 
establish in Puerto Rico an eligible industry, may apply to the Executive 
Council of Puerto Rico for tax exemption. 
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Section 4.- Grants of Industrial .!2::! Exemption. 
a.~ Industries.- After it is proved to the satisfaction of the Execu-
tive Council, that an applicant has established or ,,.ill establish in Puerto 
Rico an eligible industry • the Executive Council shall declare the industry 
tax-exempt and shall grant the applicant, in accordance with the schedule 
of rates set forth in paragraph (a) of Section 5 of this Act, exemption 
from: 
(1 ) Insular or municipal taxes, or taxes of the Government of the 
Capital on such property to be employed or which is employed in the develop-
ment, organization, construction, establishment, and operation of said 
exempted industry. 
(2) Taxes on the income which the applicant may derive from the opera-
tion of said exempted industry. 
(3) License fees, excises, or other municipal taxes levied by any ordi-
nance of any municipality, or of the Government of the Capital on said 
exempted industry. 
b.- Hotels.- In the case of hotels, after it is prov~d to the satis-
faction of the Execut ive Council that the applicant is operating or will 
operate a hotel in Puerto Rico under condition of sanitation and efficiency 
acceptable to the Executive Council, the said Executive Council shall dec~ 
said hotel tax-exempt, and shall under the provisions of this Act, grant sucl 
hotel tax exemption fromt 
(1) Municipal and insular taxes, or taxes of the Government of the 
Capital, on such real and personal property as 1 in the judgment oft he 
Executive Council, is necessary for the development, organization, cons-
truction, establishment, and operation of said hotel in accordance with 
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the applicable schedule of rates set forth in paragraph (b) or (c) of 
Section 5 of this Act. 
(2) Taxes on such income as the applicant may derive from the opera-
tion of said hotel in accordance with the applicable schedule of rates set 
forth in paragraph (b) or (c) of Section 5 of this Act. 
Section .5.- Rates ~Exemption. 
For the purposes of this Act, the following rates or exemption shall 
apply on and after the effective date of the exemption and up to June 30, 
1962, on which date all tax exemptions shall expirea 
a.- Eligible Industries. 
TAXABLE PERIOD COVERED 
July 1, 1947 to June 30, 1959 
Fiscal year 1949-1960 
Fiscal year 1960-1961 
Fiscal year 1961-1962 
b.~ Tourist Hotels. 
TAXABLE PERIOD COVERED 
July 1, 1947 to June 30, 1959 
Fiscal year 1959-1960 
Fiscal year 1960-1961 
Fiscal year 1961-1962 
PERCEN"T OF TAX EXEMPT ION 
Property Income 
Taxes Taxes 
100% 
75% 
50% 
25% 
lOO% 
75% 
50% 
25% 
License Fees and 
Other Municipal 
Taxes 
100% 
75% 
50% 
25% 
PERCEl'?r OF TAX EXEMPTIOli 
Property 
Taxes 
100% 
75% 
60% I . 
25% 
Tax-Exempt 
Income 
100% 
75% 
50% 
25% 
c.• Commercial Hotels. 
TA-XABLE PERIOD COVERED PERCEI~ OF TA-~ EXEMPTION 
July 1, 1947 to June 30• 1959 
Fiscal year 1959-1960 
Fiscal year 1960-1961 
Fiscal year 1961-1962 
Property 
Taxes 
50% 
37.5% 
25% 
12~5% 
Tax-Exempt 
mc~e 
OO% 
37.5% 
25% 
12.5% 
Section 6.• Income tax exemption~ profit~ dividend payments. 
a •• Dividend or profit distributions by a corporation or partnership 
exempted hereunder fr~ the payment of taxes, made from the income derived 
from the operations thereof covered by the exemption, and paid to the rol-
lowing stockholders or partners, shall be tax-exempt in the same proportion 
as said incomes are tax-exempt with respect to said corporation or partner-
ship pursuant to the provisions of the preceding Section 5: 
(1) Persons residing in Puerto Rico. 
(2) Persons not residing in Puerto Rico who are not obligated to 
pay in any jurisdiction outside Puerto Rico any tax on income 
derived by them from any source in Puerto Rico. 
b.- Any distribution of dividends made by a corporation exempted here-
under from payment of taxes shall be considered as made from gains or pro-
fits exempted from taxes under this Act, provided on the date of distribu-
tion the latter does not exceed the undistributed balance of such gains or 
profits. 
In the cases of corporation whi~h, on the effective date of their tax 
exemption hereunder, have accumulated a surplus, dividend distributions made 
on and after said date shall be considered as made from the undistributed 
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balance of said surplus~ but after the latter is exhausted by virtue of such 
distributions the provisions of the preceding paragraph shall be applicable. 
(1) N·o profit or loss shall be recognized if the shares of a tax-exempt 
corporation, which have been acquired on or before the termination 
date of' the tax exemption granted to the corporation. 
(2) Profit or loss shall be recognized if the shares of a tax-exempt 
corporation which have been acquired by purchase or otherwise, are 
sold or exchanged after the corporation's exemption termination 
date. The profit derived from the sale or other disposition of 
such shares shall be the surplus of the amo1.mt received in such 
sale or disposition over the base established by subdivision (c) 
of this Section, and the loss shall be the excess of said base 
over the amount received. 
c.- To determine the profit or loss derived from the sale or other 
disposition~ made after the exemption termination date, of shares of a tax-
exempt corporation, which shares have been acquired through purchase or 
otherwise before the corporation's exemption termination date, the larger 
of the following bases shall be used: (1) the value of such share on the 
exemption termination date according to the books of the corporation less 
the amount of any tax-exempt distributions received on said shares after 
said date, or (2) the cost of said shares, less the amount of any tax-
exempt distributions received on s~~e before and after the exemption 
termination date. 
Section 7.- Liquidation~ Tax-exempt Corporations. 
If on or before June 30, 1962~ or any other later date, in case that 
the end of the exemption period provided for hereunder has been extended 
7l 
(the said date June 30• 1962• or such later date. being hereinafter termed 
1exemption termination date') any property. including money, is received 
by a domestic or foreign corporation (herein called the transferee) on 
complete liquidation of another domestic or foreign corporation (herein 
called the transferor); and if, on the date of such receipt by the trans-
feree, the transferor is entitled to a tax ex~mption granted hereunder, 
no income tax shall be assessed on or be paid by the transferor of the 
transferee with respect to such liquidations, only if--
(a) The transferee was on the date of adoption of the liquidation 
plan, and has continued to be at all times, until the receipt of the 
property pursuant to said plan, the owner of at least 80% of the total 
combined voting power of all classes of voting stock. and ti1e mY.ner of 
at least 80% of all other classes of stock, (except non-voting stock 
which is limited and preferred as to dividends); and 
(b) All the said property was received by the transferee pursuant to 
the said liquidation plan, on or prior to the exemption termination date; 
and 
(c) The distribution in liquidation by the transferor, whether at 
one time or from time to time, was made by the transferor in complete 
cancellation or redemption of all of its capital stack. 
No income tax shall be assessed on or be paid by the transferor, 
whether or not the transferee assumes any liabilities or obligations of 
the transferor or received such property subject to any liability or 
obligation of the transferor. 
If the exemption of a transferor corporation hereunder should be 
terminated prior to the exemption termination date, a sum equal to the 
earned surplus of the transferor corporation as of the end of the fiscal 
year oft he corporation in which the termination becomes effective, may 
be transferred by the transferor to the transferee under the circum-
stances described hereinbefore under (a) and (c), at any time thereafter 
without assessment of income tax on the transfer or on the transferee. 
After the exempt ion expiration date, a sum equal to the capital and 
the earned surplus of the transferor as of said date, may be transferred 
by the transferor to the transferee under the circumstances described 
under the foregoing (a) and (c), at any time thereafter; without assess-
ment of income tax therefor on the transferor or the transferee. 
By "earned surplus" of the transferor shall be understood the earned 
surplus according to the books of the transferor, determined in accordance 
with generally accepted accounting principles, but the amount thereof 
shall not be larger, save by the amount of the income tax ex9m.ption granted 
hereunder to the transferor, than the amount in case the transferor had in 
fact been subject tot ax under the income provisions in force during the 
exemption period. 
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In the event of a liquidation under the circumstances described in 
this section, the base of the property to the transferee on subsequent 
disposition by the transferee and the base for allowance for deprecia-
tion or depleton, shall be the adjusted base of the property, pursuant 
to the provisions of the Income Tax Law in force, plus an amount equal 
to the earned surplus of the transferor at the beginning of the liquida-
tion. Such surplus shall be allocated to the several properties trans-
ferred in accordance with their respective adjusted bases at the begin-
ning of the liquidation. 
Section 8.- Additional functions and duties of the Executive Council. 
For the proper administration of this Act, the Executive Council of 
Puerto Rico shall, in addition to the aforementioned powers, have the fol-
lo;ving powers a 
a. To appoint the personnel it may deem necessary to carry out the 
provisions of this Act, and to fix the salaries thereof or any other 
compensation for such service. 
b. To make arrangements fort he holding of such public hearings as it 
may deem necessary, and to require of applicants for tax exemption the 
presentation of such evidence as will justify the exemption applied for. 
c. To designate a person of trust to hear the evidence presented in 
relation to any application for tax exemption. Said person: (l) may sum-
mon witnesses and take the testimony thereof, as to the facts alleged or 
in any other way related with the tax exemption applied for; (2) shall have 
the power to administer an oath to any person or persons testifying before 
him; and (3) shall make to the Executive Council a report on the evidence 
adduced, together with his recommendation on the matter. 
d. To provide for everything necessary for the most expeditions des-
patch of the application for exemption, and for such purposes, to meet as 
often as may be necessary to consider pending cases. 
e. To request the cooperation and assistance of any department, agenc~ 
dependency, instrumentality, or public corporation of The People of Puerto 
Rico, and suCh department, agency, dependency, instrumentality, or public 
corporation shall lend such cooperation in order that the provisions here-
of may be enforced with the greatest effectiveness and despatch. 
f. To adopt such rules and regulations as it may deem necessary to 
carry out the purposes of this Act, whiCh rules and regulations shall, 
upon the promulgation hereof by the Executive Secretary of Puerto Rico, 
have the force of law. 
For the purpose of this Act, four members of the Executive Council 
shall constitute a quorum. 
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Section. 9. Insular Agency Reports. 
Before deciding on any application for tax exemption~ the Executive 
Council shall first consider the reports on each application which shall 
be submitted to the said Council by the Puerto Rico Industrial Develop-
ment Company~ and such other Insular agencies as in the judp;ment of the 
Council should make their report on such application. Such report shall 
be made by the said government instrumentalities within the ter.m the 
Executive Council may by regulation prescribe therefor. 
Section 10. Taxes ~ covered ~ exemption. 
No provision of this Act shall be construed as to exempt from the 
payment of: 
a. Workmen's compensation premiums as provided by law. 
b. Fees for motor vehicle licenses or plates. 
c. Taxes levied under Act No. 286~ of April 6~ 1946. 
d. License fees or excises levied under ·the Internal Revenue Law; 
PROVIDED~ HOWEVER~ That all laws or ordinances of general application 
providing for exemption from taxes and excises shall be likgwise applicable 
to the eligible industries availing themselves of the provisions of this 
Act; and the tax exemption from excises on raw materials, as established 
by Section 72 of the Internal Revenue Law of Puerto Rico shall be extended 
to the eligible industries availing themselves of the benefits hereof, eve 
if their finished products are not taxable under the Internal Revenue Law 
of Puerto Rico. 
Section 11. Effective~ of exemption. 
A grant of tax exemption approved by the Executive Council shall not 
be effective until the same has been approved by the Governor of Puerto 
Rico, but when so approved the grant shall beeffective on and after the 
first day of the month following that in which the application was filed. 
The Treasurer of Puerto Rico shall return to the applicant whatever sum 
the said applicant may have paid for taxes appertaining to any period 
covered by the exemption. 
Section 12. Property~~ Puerto~ Industrial Developm.errt; 
Company. 
The exemptions provided for under this Act shall be extended to such 
personal or real property of the Fuerto Rico Industrial Development Company 
as under said company's Aid to Industrial Development and Hotel Development 
plans, may be used or owned by an industry which has obtained tax exemption 
hereunder. 
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Section 13. Obligation to report. I 
Any natural or artificial person covered by the benefits of this Act I 
shall be under obligation to present to the Treasurer of Puerto Rico~ I 
pursuant to the provisions of Section 295 of the Political Code of Puerto I 
Rico~ and not later than March 15 of each year, a complete list and a cor-
rect valuation of all real and personal property declared tax exempt under 
the provisions hereof~ and which said persons possess in their own right 
or have in their possession on January 15 of each year; to file annually 
with the Treasurer of Puerto Rico pursuant to the Income Tax Law in force, 
but independently of the amount of his gross or net income, a separate 
income tax return~ in addition to that which they may otherwise be under 
obligation to file in relation to the operations of the industry the ob-
ject of the exemption; to keep~ separately~ the accounting records relative 
to the new industry declared tax exempt; to keep such records, make such 
~orn statements~ present such declaration, and comply with such rules and 
regulations as the Executive Council may prescribe for the enforcement 
thereof and as the Treasurer of Puerto Rico may prescribe in connection 
with the levy and collection of all kinds of taxes. 
Section 14. Revocation 2.£. ~ exemption. 
The Executive Council may, with the approval of the Governor and after 
permitting the grantee to appear and be heard before the Council, or before 
a 11Master" appointed for such purpose who shall report his conclusions and 
recommendations to the Council, revoke any tax exemption granted hereunder~ 
in the following casesa 
a. When the natural or artificial person to whom the exemption has b 
granted fails to comply with any of the obligations imposed on him by this 
Act and by the regulations promulgated hereunder; 
b. When the grantee of the exemption does not commence within the 
period fixed by the Executive Council of extensions thereof granted by the 
Council, the construction of the installations necessary for production of 
the articles ·which he proposes to manufacture; 
c. Vihen the grantee of the exemption fails to complete within the 
time fixed by the Executive Council or extension thereof granted by the 
Council the construction of the installations necessary for the produc-
tion of the articles which he proposes to manufacture; 
d. When the grantee of the exemption discontinues production on a 
commercial scale in the industry the object of said exemption for more 
than thirty (30) days without the authorization of the Executive Council. 
Section 15. Act No. 94 of May 14, 1936~ and Act No. 346~ approved 
May 12, 1947, and Act No. 22, approved December 5, 1947, are hereby re-
pealed; PROVIDED; That all tax exemptions granted under said Acts shall 
remain in force~ together with all benefits, rights, privileges~ obliga-
tions and limitations provided for in this Act, and the applications filed 
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in accordance with the aforesaid Acts No. 346 and 22, both of 1947# shall 
be presented under the provisions hereof; PROVIDED, FURTHER1 That all tax 
exemption granted under the provisions of the said Act No. 94, of May 14, 
19361 shall remain in force for the period prescribed therein and to the 
extent and under the conditions under wnich they .were granted, and the 
Executive Council shall see to the strict enforcement of the conditions 
of such exemptions and shall, in crase of non-compliance therewith, act in 
the same manner and with the same powers as the FUblic Service Commission 
would have acted under the said Act No. 94, of 1936. The Executive Council 
may grant, under the same terms# conditions# and scope under which it vmuld 
have been granted by the Public Service Commission under the provisions of 
Act No. 94 of May 14, 1936, had said Act been in force1 and extension of any 
1 tax exemption granted by said Commission. Natural or artificial persons 
enjoying tax exemption under said Act No. 94, of 1936# may avail themselves 
of the benefits ' of this Act provided they fulfill the conditions hereof. 
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Section 16. All resolutions and findings of the Executive Council and 1 
of the Governor of Puerto Rico under the prov~s~ons of this Act, shall be 
final# and no judicial or administrative proceeding shall li.e against the 
same. 
Section 17. Tax Exemption Transfer. 
The tax exemption granted hereunder shall not be transferable under 
any circumstances, including but without limitation, by reason of the 
transfer (a) of the properties of the industrial unit exempted, or (b) a 
majority of the voting stock of the undertaking owning such industrial 
unit, unless the transfer is previously approved by the Executive Council 
and the Governor of Puerto Rico. For the purposes of this Section, the 
term "transfer, 11 shall, in addition to its ordinary meaning, mean: (1) the 
transfer to a single person of a majority of the voting stock of the under-
taking owning the industrial unit; and (2) the transfer of ·stocks which do 
not entail directly or indirectly a change in the control of such under-
taking. This prohinition shall not be applicable to transfers from sub-
sidiary to the parent corporation thereof provided such transfer is made 
in the cases provided for under Section 7 of this Act and the Executive 
Council and the Treasurer of Puerto Rico are notified in \~iting of the 
said transfer. 
Section 18. Appropriation to carry out the purposes of this Act. 
The sum of thirty thousand (30,000) dollars if hereby appropriated 
i'or the i'iscal year 1948-49 1 from any available f'unds in the Insular 
Treasury not otherwise appropriated. The Auditor and Treasurer of Puerto 
Rico are hereby directed to set up in their books the sum herein appro-
priated, and to issue the proper appropriation warrant crediting said 
amount to the proper account. The Auditor and the Treasurer of Puerto 
Rico are hereby authorized and directed to make the proper disbursements 
in accordance with the procedure established by law. The remainder of the 
appropriation made under Act No. 346, of May 12, 1947, shall continue avail 
able for expenditure for the purposes for which said appropriation •ms made, 
notwithstanding the repeal of the said Act. 
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Section 19. Seearability. 1 
If any clause, paragraph, article, section, or part of this Act should! 
be declared unconstitutional by a court of competent jurisdiction, the judg-
ment entered therefor shall not affect, prejudice, or invalidate the remain I 
der of this Act, but its effect shall be limited to the clause, paragraph, 
article, section, or part of this Act so declared unconstitutional. 
Section 20, Short title. 
The short title of this Act shall be "The Industrial Tax Exemption of' 
Puerto Rico." 
Section 21. Repealer. I 
In addition to Acts lio. 346 and 22, of May 12, and December 6 1 respect-
ively of 19471 which are expressly repealed in Section 15 of this Act, all I 
other laws or parts of laws in conflict herewith are also hereby repealed. I 
Section 22. Effectiveness. I 
This Act, being of an urgent and necessary character shall take e1'fect : 
immediately after its approval. 
Approved, May 13, 1948. 
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APPEiiJDIX. B 
ACT NO. 182 OF 1942 AS AMMENDED BY ACT 285 OF 1946 
AH ACT 
CREATING THE PUERTO RICO INDUSTRIAL DEVB.:LOPMEHT COMPANY, PROVIl'i"G FOR ITS 
POWERS AND DUTIES, AUTHORIZ nm IT TO COl~DUCT RESEARCH A.ND EXPERIMEl'J-
TATION, MAKE PLANS AND DESIGl~, ACQUIRE, OPERATE AND IMPROVE Il~DUS­
'rRIAL AND COMMERCIAL ENTERPRISES; AU'.rHORIZil'lG IT TO MAKE LOA.:NS AND 
ENCOURAGE THE DEVELOPMEl'ilT AND FULLES! USAGE OF THE ECONOMIC ANTI Inru!A.N 
RESOURCES OF PUERTO RICO, FOIDA: A:Nv HOLD INTERESTS IN' SUBSIDIARY COR-
PORATIONS AND ENTERPRISES; AUTHORIZING IT TO ACCEPT GRANTS, BORROW 
MOiiiEY, AJID ISSUE BOliJDS ON SUCH TERMS AND COlmiTIONS A~ IT MAY DECIDE; 
TRAl~FERRING ALL RIGHTS AND INTERESTS OF THE PEOPLE OF PUERTO RICO IN 
THE PUERTO RICO CEi\ffiNT CORPORATIOl~ TO IT; MAKIWG AN APPROPRIA.TIOl~, 
AND FOR OTHER PURPOSES, (Ammended by Act 285 of April 5, 1946.) 
BE IT ENACTED BY THE LEGISLATURE OF PUERTO RICO: 
Section 1. (Ammended by Act 285 of April 5, 1946) That this Act may 
be cited as the "Puerto Rico Industrial Development Company Act." 
DEFIIUTIQIIS 
Sedtion 2. The following terms, whenever used or referred to in this 
Act, shall have the follmving meanings, except where the context clearly 
indicates otherwisea 
(a.) (A.mmended by Act 285 of April 5, 1946) The term "Company" shall 
mean the Puerto Rico Industrial Development Company created by this Act. 
(b) The term "Board" shall mean the Board of Directors of the Corpo-
ration. 
(c) Words improting the singular number shall include the plural 
number and vice versa, and words importing persons shall include firms, 
partnerships of all kinds and corporations. 
CREATION AHD COMPOSITION OF THE COMPAliT 
Section 3. (a) The Members of the Executive Council of Puerto Rico 
are hereby created a body corporate and politic constituting a public cor-
poration and goverrnn.ental instrumentality of the People of PUerto Rico by 
the name of the "Puerto H.ico Industrial Development Company." Said 
Members of the Company shall be entitled to no compensation for their serv-
ices as Members. 
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(b) The Company hereby created is and shall be a governmental instru- 1 
mentality subject.- as provided herein, to the control of certain officers 1 
of the Insular Gover:rnn.ent, namely, the Members of the Executive Council, 
acting in their capacity as Members of said Company, but it is a company 
having le gal existence and personality separate and apart from that of the 
government and officers so controlling it. The debts, obliGations.- con- I 
tracts, bonds, notes, debentures, receipts, expenditures, accounts, funds, 
undertaking, and property of the Company.- its officers, agents or employees ' 
shall be deemed to be those of said government-controlled company and not 
to be those of the Insular Government of any office, bureau,4epartment, 
commission, dependency, municipality, branch, agent, officer or employee 
thereof. 
BOARD OF DIRECTORS 
Section 4.- (a) Yne powers of the Company shall be exercised by a 
Board of Directors consisting of five (5) persons acting as a board. 
Within sixty (60) days after this Act becomes effective, the Members of 
the Company shall meet and organize and shall at that ·cim.e by majority 
vote elect the five (5) Directors vmo shall hold office for terms of one, 
two, three, four and five years.- respectively as determined by said Mem-
bers, from the date of their election and until their successors are 
elected and qualified. Annually thereafter the Members shall meet and 
elect the successors of said Directors for terms of five ( 5) ye.ars. 
Vacancies on the Board shall be filled for the unexpired term in the same 
manner. Within thirty (30) days after their election, the Board shall 
meet and organize and shall at that time appoint a General Manager of the 
Company and a Secretary, neither of whom shall be a Director. TheGeneral 
}~ager shall be authorized to attend all meetings of the Board but shall 
not be entitled to vote. 
(b) Three Directors shall constitute a quorum of the Board for all 
purposes, and action shall be taken only by a vote of majority. The by-
laws of the Company may provide for the delegation to its General Manager 
or to its other officers, agents, or employees of such of the pow·ers and 
duties of the Company as the Board may deem proper. 
GENERAL MAli!A.GER 
Section 5.- The General bhulager shall be appointed by the Board 
exclusively upon the basis of merit as determined by technical training, 
skill, experience, and other qualifications best suited to carrying out 
the purposes of the Company • The General Manager shall be removable by 
the Board but only for cause and after he has been given notice and an 
opportunity to be heard. 
RESEARCHES 
Section 6.- (a) In addition to the other powers herein granted, the 
Company is authorized and empoweredz 
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(1) To examine. investigate. conduct experimentation and research 
in, and make known the resources of Puerto Rico, and the pos-
sibilities and effective methods for promoting their proper 
utilization. through the establishment of industrial, mining, 
commercial, and cooperative enterprises 1 and educational train-
ing programs; 
(2) To examine. investigate and conduct research and experimentation 
in the marketing, distributing, advertising, and exporting of all 
products of Puerto B.ico and the needs and desires of consumers 
of the products of Puerto Rico 1 and make kno•r.n the results of 
such activities; 
(3) To establish and maintain, as one of its departments, a labora-
tory of design the duty of •vhich shall be to prepare plans, 
specifications, and models of products suitable for ma11ufacture 
(either f'or use by persons who manufacture them or for con:nnercial 
exploitation) in Puerto Rico or from raw materials available in 
Puerto Rico and industrial devices, equipment, plants and sys-
tems useful for such manufacture, and to collect, compile, and 
diseminate information concerning the same. 
(b) (Amended by Act 285 of April 56 1946.) It is the intention of 
the Legislature that the activities of the Company in the above mentioned 
respects, as well as the activities to which subsequent sectiom refer., are 
to benefit the inhabitants of Puerto Rico by discovering and developing 
to the fullest possible extent the human and economic resources of the 
Island, as a part of the financial reconstruction plan for the general 
benefit of the People of Puerto Rico vmich the latter, as regards its 
industrial aspect, puts into practice through the Company. The Company 
may in its discretion, make charges for surveys and services rendered to 
private organizations and persons interested in such surveys and services 
for the purposes of this Act. 
LOANS 
Section 7.- In addition to the other pmiers herein granted the Company 
is authorized and empowered to make loans to any persons for the establish-
ment 1 maintenance, operation, construction, reconstruction, repair, improve 
ment or enlargement of any industrial mining or commercial enterprises in 
Puerto Rico or any agricultural enterprise incidental thereto. In making 
such loans, preference and priority shall be given where other factors are 
equal, to enterprises governed by cooperative, governmental or other non-
profit organizations, or to enterprises which give the greatest return in 
terms of human welfare in Puerto Rico. The interest rate, maturity, and 
other terms of loans made by the Company and the character and value of 
the security to be required for granting them, shall be determined and 
fixed by the Company. N'o loan shall be made unless from business expe-
rience and the facts and circumstances of each case, the Company can 
reasonably predict t hat the enberprises which is to receive the loan shall 
be able to re a the same and that the said loan shall be re aid. 
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INDUSTRIAL PROMOTION 
Section 8.- (Amended by Act 285 of April 5 1 194~) In addition to the 
other powers herein granted, the Company is authorized and empowered upon 
its ovv.n account to establish, maintain, operate, and engage in any enter-
prise for the purpose of exploiting, and distributing products manufactured 
from the following raw materials& silica, sands, clays, leather, bamboo, 
sugar cane fibers, coconuts, fish, fruit and vegetables for canning, hogs, 
cotton, salt, minerals, waste and such other materials as may be obtained 
in Puerto Rico, or as may be imported from sources or markets outside of 
Puerto Rico. 
Section 9.- (Amended by Act 285 of April 5, 1946.) In addition to the 
other powers herein granted, the Company is authorized to take such steps 
and carry on such activities as shall tend to promote the engagement in 
industrial enterprises of capital owned by residents of Puerto Rico and 
to avoid the evils of absentee ownership of large scale capital, and to 
that end (but without limitation), may make requirements in connection 
with loans, may permit the acquisition by owners or private capital, or 
holdings in securities or any kind of its subsidiary corporation; PROVIDED, 
HOVfEVER, That when such securities consist of shares of stock with a right 
to vote, the owners of private capital may acquire such number or kind of 
these shares as may at any time only insure them a minority representation 
in the board of directors of such subsidiary corporations; and it may, when 
all other factors are equal, grant preference and priority to resident per-
sons in the granting of loans, and take such other steps as it may deem ap-
propriate. 
GElilERAL POWERS 
Section 10.- The Company shall have and may exercise the following 
general powers in addition to those elsewhere conferred by this Acta 
(a) To have perpetual existence as a company; 
(b) To adopt, alter, and use a seal which shall be judicially noticed; 
(c) To prescribe, adopt , amend, and repeal by-laws governing the man-
ner in which its general business may be conducted and the powers and duties 
granted to, and imposed upon it by law may be exercised and performed; I 
(d) To have complete control and supervision of any and all of its 
property and activities, including the power to determine the character of 
and necessity for all its expenditures and the manner in which they shall 
be incurred, allowed and paid without regard to the provisions of any laws 
governing the expenditure of public funds and such determination shall be 
final and conclusive upon all officers of the Insular Government, and pre-
scribe, adopt, amend, and repeal such rules and regulations as may be neces-~ 
sary or proper for the exercise and performance of its powers and duties; 
(e) To sue and be sued; 
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(f) To make contracts and to execute all instruments necessary or 
convenient in the exercise of any of its powers; 
(g) To acquire in any lawful manner~ including~ but without limita-
tion~ acquisition by purchase, lease, bequest~ devise, gift~ and to hold, 
maintain, use and operate any property~ real personal, or mixed, tangible 
or intangible~ including but without limitation securities and other per-
sonal property or any interest therein, deemed by it to be necessary or 
desirable for carrying out the purposes of the Companyf 
(h) To appoint such officers ; agents, and employees and vest them with 
such powers and duties~ and to fix, change, and pay such compensation for J' 
their services as the Company may determine; 
(i) To borrow money and make and issue bonds of the Company for any ofl 
its corporate purposes or for the purposes of fUnding~ refunding, paying, J 
or discharging any of its outstanding or assumed bonds or obliga·tions, and 1 
to secure payment of its bonds and of any and all other obligations by 
ledge of all or any of its contracts~ revenues, income or property; 
(j) To accept grants or loans from, and enter into contracts, leases, 
agreements, or other transactions with, any Federal agency. The People of 
Puerto Rico, or political subdivision of The People of Puerto Rico, and to 
expend the proceeds of any such grants or loans for any corporate purpose; 
(k) To lease, alienate and dispose of~ as it may prescribe, any of its 
property. 
BONDS OF TI:IE COlvlPAlW 
Section 14.- (a) (Amended by Act 285 of April 5, 1946.) By authority 
of the government of FUerto Rico, which is hereby granted, the Puerto Rico 
Industrial Development Company may issue and sell its own bonds from time 
to time and have them outstanding. 
(b) 1~e bonds may authorize by resolution or resolutions of the Board, l 
and may be of such series, may bear such date or date~ may mature at such 
time or times not exceeding fifty (50) years from their respective dates, 
may bear interest at such rate or rates, may be in such denomination or 
denominations, may be in such form, either coupon or registered, may carry 
such registration or conversion privileges, may be executed in such manner~ 
may be payable in such medi'Uill of payment and at such place or places, may 
be subject to such terms of redemption, with or without premium, may be 
declared or become due at such time before the maturity date thereof, may 
provide for the replacement of Jnutilated, destroyed, stolen or lost bonds, 
may be authenticated in such manner and upon compliance with such conditio~ 
and may contain such other terms and convents as such resolution or resolu-, 11 
tions may provide. The bonds may be sold at public or private sale for s 
price or prices as the Company shall determine; PROVIDED, That refunding I 
bonds may be exchanged for outstanding bonds of the Company on such terms / 
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as the Board may deem to be in the best interest of the Company. Notwith-
standing the form and tenor thereof:~ and in the absence of an express 
recital on the face thereof that the bond is non-negotiable, all bonds of 
the Company shall at all times be and shall be understood to be negotiable 
instruments for all purposes. 
(c) 1~e bonds of the Company bearing the signature of Directors or 
officers of the Company in office on the date of the signing thereof:~ shall 
be valid and binding obligations:~ no~1ithstanding that before the delivery 
thereof and payment therefor any or all of the Directors or officers of the 
Company whose signatures or facsimile signatures appear thereon shall have 
ceased to be such Directors or such officers of the Company. Any resolu-
tion authorizing the bonds may provide that any such bond may contain a 
recital that it is issued pursuant to this Act:~ and any bond containing 
such recital under authority of any such resolution shall be conclusively 
deemed to be valid and to have been issued in conformity with the provi-
sions of this Act. 
(d) Pending the execution and delivery of definitive bonds:~ temporary 
or interin bonds 1 receipts or certificates may be issued in such form and ·1 
with such provisions, as may be provided in such resolution or resolutions. 
(e) Any resolution or resolutions authorizing any bonds may contain 
provisions 1 which shall be a part of the contract with the holders of the 
bonds: 
(1) As to the disposition of the entire gross or net revenues 
and present or future income of the Company1 including the 
pledging of all or any part thereof to secure payment of 
the bonds; 
(2) As to the rates or prices to be charged for goods or serv-
ices sold or loans made by the Company, and the application, 
use, and disposition of the amounts that may be raised by 
the collection of such rates and from other receipts of the 
Company; 
(3) As to the setting aside of reserves for amortization funds, 
and the regulation and disposition thereof; 
(4) As to limitations on the right of the Company to restrict 
and regulate the use of any property or part thereof; 
(5) As to limitations on the purposes to which the proceeds of 
sale of any issue of bonds then or thereafter to be issued 
may be applied; 
(6) As to limitations on the issuance of additional bonds; 
(7) As to the procedure by which the terms of any resolution I 
authorizing bonds 1 or any other contract with the bondholders ! 
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may be amended or abrogated~ and the amount of' the bonds 
the holders of which must consent thereto~ and the manner 
in which such consent may be given; 
(8) As to the amount and kind of insurance to be maintained on 
the undertakings of the Company~ and the use and disposition 
of insurance moneys; 
(9) Convenanting against pledging all or any part of the revenues • 
. income or property of the Company to which its right then 
exists or the right to which may thereafter come into exist-
ence; 
(10) As to events of default and terms and conditions upon vvhich 
any or all of the bonds shall become or may be declared due 
before maturity and as to the terms and conditions upon which 
such declaration and its consequences may be >Taived; 
(ll) As to the ri~hts~ liabilities. powers~ and duties, arising 
upon the breach by ·the Company of any of its convenants • 
conditions~ or obligations; 
(12) As to vesting in a trustee or trustees the ri&1t to enforce 
any convenants made to secure. to pay~ or in relation to the 
bonds; as to the pcrvrers and duties of such trustee or trus-
tees and the limitation of liabilities thereof; and as to the 
terms and conditions upon which the holders of tl1e bonds or 
any proportion or percentage of them may enforce any convenant:B 
made under this Act or duties imposed hereby; I 
(13) As to the manner of collecting the rates~ fees, rentals~ 
interest or other changes for the services. facilities~ loans 
or commodities of undertakings of the Company; 
(14) As to any other acts and things not inconsistent with this 
Act that may be necessary or convenient for the security of 
the bonds, or as may tend to make the bonds more marketable. 
(f) Neither the Directors nor any person executing the bonds shall be 
liable personally on the bonds. 
(g) The Company is authorized to purchase any outstanding bonds issued 
or assumed by it with any funds available therefor, at a price not more th 
the principal amount or the current redemption price thereof and the accrued 
interest. 
THE PEOPLE OF PUERTO RICO AND ITS POLITICAL 
SUBDIVISION NOT LIABLE OII BOliDS 
Section 16.- The bonds and other obligations issued by the Company 
shall debt of The People of Puerto Rico or any of its 
it· !.divis i.Qllil · her Th 
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Rico nor any such municipalities or other political subdivisions shall be 
liable thereon, nor shall suCh bonds or other obligations be payable out 
of any funds other than those of the Company. 
BONDS LEGAL Ii!JV'ESTMENTS FOR FIDUCIARIES 
AND SECURITY FOR PUBLIC DEPOSITS 
Section 17.- The bonds of the Company shall be lawful investment and 
may be accepted as security, for all fiduciary~ trust, and public funds, 
the investment or deposit of which shall be under the authori~J or control 
of the Government of Puerto Rico or any officer or officers thereof. 
TA..X EX:EM.PTIONS 
Section 18.- In order to facilitate the procurement of funds by the 
Company to enable it to carry out its corporate purposes, the bonds issued 
by the Company and the income therefrom shall be and remain at all times 
exempt from taxation. 
AGREEME1'fr OF THE I NSULAR GOVERNMENT 
Section 19.- (Amended by Act 285 of April 5, 1946.) The Insular Go~r,n7 
ment does hereby pledge to, and agree with, any person, firm, or corporati 
or any federal, insular, or state agency, subscribing to or acquiring bonds j 
or other obligations of the Company, that it will no encumber, limit, or 
alter the properties, income, revenues, right, or powers hereby vested in 
the Company, until all such bonds or other obligations at any time issued, 
together with the interests thereon~ are fully met and discharged. 
INSTRUCT IOI'lS 
Section 20.- An injuction shall not be granted to prevent the applica- ' 
tion of this Act or any part thereof. 
INCOl~SISTENT PROVISIONS OF OTBER ACTS SUPERSEDED 
Section 21.- Insofar as the provisions of this Act are inconsistent 
with the provisions of any other Act of the Legislature of Puerto Rico, 
the provisions of this Act shall be controlling and no law heretofore or 
hereafter passed governing the administration of the Insular Government or 
any parts, offices, bureaus, departments, commissions, dependencies, muni-
cipalities, branChes, agents, officers, or employees thereof shall be 
trued to apply to the Company unless so speci£ically provided. 
cons- , 
SEPARABILITY OF PROVISIONS 
Section 22.- If any provisions of this Act or the application of such 
provisions to any person or circumstances shall be held invalid, the 
remainder of t he Act the application of such provisions to persons or 
circumstances other than those as to wn ich it shall have been held invalid 
shall not be affected thereby. 
I 
I 
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.A.PPROPRIAT IONS 
Section 23.- (Amended by Act 11, of H·ov. 20, 1942J subsequently 
amended by Act 235, of May 15, 1945; and subsequently amended by Act 245, 
of March 29, 1946.) The sum of five hundred thousand (500,000) dollars 
is hereby appropriated from any funds in the Treasury of Puerto Rico not 
otherwise appropriated, to carry out the provisions of this Act, and the 
Treasurer of Puerto Rico is authorized and directed to apy said sum to 
the Company, or to the officer or agent thereof that at a meeting of the 
board it may designate for the purposes; and there is appropriated for 
the same purpose, from any funds in the Insular Treasury not othemvise 
appropriated, a sum of five hundred thousand $00,000) dollars for the 
fiscal year 1943-44 and five hundred thousand (500 6 000) dollars for the 
fiscal year 1944-45; there is further appropriated, for the same purpose, 
from any funds in the Insular Treasury not otherw·ise appropriated, the sum 
of seventeen million five hundred thousand (17,500,000) dollars, and the 
Treasurer of Puerto Rico is authorized and directed to pay and deliver 
said sum to the Company or to the official or agent thereof whom the board 
may designate for the purpose; PROVIDED, That the Company may devote any 
sums out of the total of this appropriation to the development of the nAid 
to Industrial Development" program thereof. 
DEVELOPMENT CERTIFICATES 
Section 24.- (Repealed by Act No. 11, of Nov. 20, 1942.) 
TlME OF TART1m EFFECT 
Section 25.- This Act shall take effect ninety days after its approv 
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APPENDIX. C 
Board of Trustees Meeting 
The Committee for Economic Development 
Washington~ D. c. 
May 11, 1949 
OPPORT'illHTY AND DUTY IH PUERTO RICO 
Beardsley Ruml 
On July 25, 1898~ during the Spanish American War, General Nelson A. 
Miles with some tan thousand United States troops landed on the south coas 
of Puerto Rico near Ponce. On landing~ General Miles issued a proclamatio 
expressing the purposes of the United States Government. General Miles 
said~ "We have not come to make war~ but on the contrary to bring you pro-
tection, not only to yourselves but to your property~ to promote your pros-
perity and to bestow upon you the immunities and blessings of our liberal 
government~ the advantages of enlightened civilization." 
Fifty years later~ this policy of the United States vvas re-affirmed 
in a world setting. On January 20, 1949, President Truman, in his Inaugural 
Address, pronounced his now f::un.ous "Point IV" of American international 
policy. He said, in part, ttlfe must embark on a bold new program. for makin~ 
the benefits of our scientific advances and industrial progress available I 
for the improvement and grmvth of underdeveloped areas. More than half the 
people of the world are living in conditions approaching misery ••• H'lmlanity 
possesses the knowledge and the skill to relieve the suffering of these 
people. The United States is pre-eminent among nations in the development 
of industrial and scientific techniques ••• our aim should be to help the 
free peoples of the world, through their own efforts, to produce more food, 
more clothing, more materials for housing~ and more mechanical power to 
lighten their burdens ••• All countries, including our own, will greatly 
benefit from a constructive program for the better use of the world's 
human and natural resources ••• Only by helping the least fortunate of its 
members to help themselves can the human family achieve the decent~ satis-
fying life that is the right of all people." 
Although in President Truman's Inaugural Address the specific appli-
cation of "Point IV" was made to countries outside the United States, the 
policy and the commitment apply in fact with even greater force to Puerto 
Rico, whose citizens are also citizens of the United States. 
The acclaim vri.th which President Trum.an 1s "Point IV" was received in 
the United States should have surprised no one. The desire to carry to 
the world "the advantages and blessings enlightened civilization" has 
long been a profound moral imperative of the American people. It has 
sent American men and women to establish missions~ technical schools, and 
public health centers throughout the world. It has caused us to receive, 
over the years~ to our shores and to our citizenship the outcasts of the 
world's intolerances and brutality. American have always felt a duty to 
hel others hel themselves. 
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And, over the years, the United States has prospered greatly--partly 
from its natural assets of land, minerals and climate, but more import-
antly from its will to emancipate the -human spirit, thereby bringing to 
our national community the fullness of its own intellectual and moral re-
sources, and also the yeast of the world, to enrich and to interpret the 
meaning of a free society. 
We have long known that we, in the United States, could not set our-
selves apart from the rest of humanity. The moral necessity of recog-
nizing our duty to other men has had its practical consequences in terms 
of our economic program. Nearly twenty years ago, Owen D. Young, in his 
Charter Day Address at the University of California, expressed our duty 
and opportunity vividly and briefly, "l..et no man think that the living 
standards of America can be per.manently maintained at a me~surably higher 
level than those of the other civilized countries. Bither vre shall lift 
theirs to ours, or they will drag ours down." 11Point IV" of President 
Truma11 1 s international program is clearly only the most recent expression 
of a living American desire to share with others the blessings of a tra-
dition from ·which we, as individuals~ have received so much and to ·which, 
as individuals, vre can contribute so little. 
Duty in Puerto Rico is thus the necessity to keep faith vrith our own 
moral nature, to do effectively those tl1ings we have already determined 
that we ought to do. Our insight as to purpose is clear and has been re-
affirmed in the new world setting,. What means do we have to discharge our 
duty? ~Y.hat are the obstacles and difficulties? What are the opportuni-
ties? 
The stubborn underlying elements of the Puerto Rican problem are~­
First~ density and increasing density of population; and second, limited 
land area and, except for its climate, a severe and irremediable shortage 
of natural resources. As a consequence, there is one and only one road 
by which the people of Puerto Rico can attain the material benefits of the 
modern world; and that road is industrialization, intensive industrializa-
tion, industr ialization beyond anything known in the Western Hemisphere, 
except perhaps in certain parts of New England--such as Rhode Island--and 
in certain of the great urban centers of the United States. 
Puerto Rico is a hundred miles from east to west, and thirty-five 
miles from north to south. In this 3500 square miles of land, there re-
side ~vo and a quarter million people. The rate of population increase 
is the highest in the world, nearly thirty per thousand per year, due to 
a unique combination of high birth rate and low death rate, the death rate 
being a little over hvo per thousand higher than continental United States. I 
Puerto Rican leaders Qre deeply concerned about the rate of population in-
crease. Just what can be done to check the rate of population increase in I 
the cul tu.ral setting of Puerto Rico is not clear; but, . _let us suppose that 
all is done that properly can be expected to be done in the short period 
of a decade, the outlook is still for a population of three million or 
slightly less in 1960. 
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As £or natural resources~ except for climate~ they are extremely 
limited. Better use of agricultural land is always possible~ but in 
Puerto Rico better land use can do little more than support an increas-
ing population on the meagre level o£ living of the present. 'l'here are 
no minerals., no solid or liquid fuels; the £crests are largely gone. 
There is hydro-electric power; there are harbors; there are good high-
ways; and there is the tariff-free American market. 
Some people shudder when their attention is called to the fact that 
the continental American market is tariff free to Puerto Rico. It is a 
little like an elephant being a£raid of a mouse. Even with a population 
of three million and a successful decade of industrialization., it is im-
probable that more than two hundred thousand Puerto Ricans will be manu-
facturing goods for export. And even the product of that t;vo hundred thou-
sand coming from Puerto Rico will be exchanged for continental products 
that cannot be made or grown on the Island. We have nothing to fear £rom 
the great asset ·which Puerto Rico has in this vast tariff-free market to 
round out her requirements for industrialization. 
The pressure of popula·bion and the delay of industrialization have 
resulted in a considerable migration from Puerto Hico to the United States, 
concentrated to a high degree in New York City. This migration is a pro-
blem £or Puerto Rico as well as for l~ew York. Uot only is the Goverment 
of Puerto Rico extremely desirous of maintaining cordial relationships 
with public and private instrumentalities in continental United States., 
but it is a fact that the Puerto Ricans who move northward are on the 
average the more aggresive~ the more skilled., the more literate., as might 
be expected in any voluntary movement o£ people from what they believe to 
be a less favorable to a m::>re favorable economic eri.viroment. The creation 
of opportunities in Puerto Rico for useful productive work is well under-
stood to be a far more promising approach to the population problem than 
dependence on a migration of people; since migration tends to make even 
more difficult the building up of Puerto Rican pro£essional, managerial 
and technical campetences. Fortunately, the governments concerned under-
stand each the problem of the other and approach in a spirit of coopera-
tive goodwill the need for mitigating the more tragic and explosive qual-
ities of the situation. 
A conscious program for the industrialization o£ Puerto Rico, promote~ 
cooperatively by the Governments of the United States and Puerto Hico as lnl 
inescapable consequence of the realities of population density and the 
shortage o£ resources, is a matter of deep concern to the Committee £or 
Economic Development, and to the business community generally, PUerto 
Rico is no mere geographical frontier inviting industrial and commercial 
exploitation. It is a world £ocus of human interest, a test of govern-
mental policy and of the resourcefulness of private managerial enterprise. 
In Puerto Rico~ governments and private business have a pressing, an ex-
tremely difficult., but, I believe, a promising setting in which opportu-
nity and duty can be combined in a demonstration of very general signi£i-
cance. 
For this reason# let me outline briefly some of the elements that 
seem to me to be of primary importance. 
I have already spoken of population density and of the shortage of 
natural resources. I shall limit my further remarks to two additional 
factors in the situation--the Government of Fuerto Rico and measures 
taken by the Government of particular relevance to its industrialization 
program. Naturally, my observation on these important factors will be 
suggestive rather than comprehensive, and I shall be abundantly satisfied 
if I succeed in arousing your interest and in causing you to do a little 
investigating on your own account. 
An important change in the governmental status of Puerto Rico occurre~ 
in 1947, when President Truman signed a bill providing that the Governor of. 
Puerto Rico and the Congress should be lacally elected. The first Governor 
to be elected by Puerto Rican popular vote is Luis Mufioz Marin. He was 
elected on November 2, 1948 and was inaugurated on January 2, 1949. 
Munoz is, without doubt, a remarkable man and a distin~:,uished politi-
cal leader. Some keen observers are of the opinion that he may emerge as 
one of ·the very great world political leaders of our times. A recent is-
sue of Time (May 2, 1949) carried an informative biographical sketch of 
Iilu:fioz, 3:nCrhis state papers give a clear impression of the depth and 
penetration of his statesmanship. 
For our purposes, it is important to note that Munoz is firmly com- I' 
mitted to democratic processes and that he holds his office by an over-
'Vhelming popular vote of the people of Puerto Rico. His political strength 
does not rest on a powerful military or political clique, nor on the threat 
of the use of force on the part of any government, American or otherwise, 
As a result, he holds his political power with a security enjoyed by few 
political leaders elsewhere ~1roughout the world. 
Rule in Puerto Rico is rule by consent, rule after discussion and 
debate, rule after the votes are freely cast. It is the hard way to 
achieve order in the processes of government, but the result gives con-
fidence in resiliency and toughness. The Government of Puerto Rico under 
Muiioz will not be characterized by brittleness and caprice. 
I have already referred to the penetrating quality of Munoz states-
manship. Just as the democratic process is basic to his political think-
ing, so also is the reality of atomic energy basic to his everyday think-
ing about the kind of world his people are living in. Atomic energy for 
him is not only a problem for the Atomic Energy Commission, or for the 
United Nations, or for physicians, chemists, astronomers, and biologists. 
It is current problem for Munoz, Governor of Puerto Rico. 
To quote from his Inaugural Address, "The people of Puerto Rico have 
a humanist attitude that keeps them at a healthy distance from obsolete 
contemporary nationalism and makes them feel better as members of Chri&anb~l 
than as inhabitants of political frontiers ••• ! believe that ours is a pea-
le that does not need "uridical definitions as an aid to s iritural wel:fu.re.· 
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J~d this, in the world of atomic energy, is a pre-eminent and pioneer 
virtue. To find its way out of obsolete colon~alis.m it does not ~eel 
compelled to re 'cur to obsoleSQent nationalism. Its finds itself more 
compelled to search in its ovn1 understanding, and to look to its leaders, 
for new creative roads more in harmony with the immense fact of atomic 
energy and with the immeasurableness of the Christian attitude. 
"Neither s9cialis.m, nor capitalism, nor commu:il.ism, nor nationalism, 
are force comparable to the tremendous and ineluctable force of atomic 
energy. Only Christianity, in its practical sense of human equality, is 
a force of the spirit that can contend with material atomic force. Only 
by carrying the feeling of brotherhood to the modes and practical insti-
tutions of his life can man find his way out of the tragic blind alley 1 
tnto which he has got himself by per.mitting his sciences to develop more 
rapidly than his wisdom." · 
This quotation reveals the quality of statesmanship of the Governor 
of Puerto Rico. And from this spirit the imperative indust~ialization 
of the Island will find its inspiration • 
.A,fter the matter of top political leadership, w·hat about the second 
and third echelons in the executive branch, the top civil service, the 
decision-making bureauoracy? Here, of course, I can only give a personal 
impression. The administrators are overwhelmingly Puerto Ricans by birth, 
but of those whom I have met, most have had college and university work .in 
the United States as well as in the University of Puerto Ribo.. Among them 
are graduates of Penn State, Michigan, Cornell, Columbia, Chicago, M• I. T. 
Pennsylvania, to name only the first institutions that come to my mind. 'lhe 
result is that the continental American going to Puerto Rico to do business 
at the top level does business with an English-Speaking official who is 
thoroughly familiar with American institutions and standards of perform-
ance. If there are any misunderstandings, they will not be linguistic, or 
perhaps I should say, not more so than in the United States. 
One further observation about the Government of Puerto Rico. I have 
taken particular pains to talf to American business-men and newspaper-men 
to determine vvhether corruption and graft played any significant part in 
getting things done in. Puer·to Rico. The testimony was unanimous that they 
had found neither "squeeze" nor "bite". I am not so unimgainative as to 
believe that some deals are not made with some people at some times under 
some circumstances that are expressions of special privilege for special 
consideration • . But I do believe that there is no system of paying off or 
of buying rulings and ~1unities. The higher officials of the Puerto Rica 
Government are well a•vare that the program of the Government would be des-
troyed by corruption or by even the suspicion of corruption. 
The present Puerto Rican Government springs from a background that 
would be characterized as "socialistic." It has its state owned industries 
protective social laws, its programs for health and education. The Govern-
ment is deeply concerned about housing, about nutrition, about the welfare 
of the ordinary citizen. 
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But the Government recognizes that without rapid accelerat ion of 
industrialization all its welfare plans will be swept away before the 
tide of increasing population. l'he Government is faced with the neces-
sity of bringing to Puerto Rico the management personnel that will give 
to the Island the know-how of production and distribution, the skills of 
design, assembly, marketing, accounting, and finance, for hundreds ru1d 
hU11dreds of existing and as yet unborn enterprises. 
The Goverment approaches the situation simply and directly. If 
Puerto Hi co must have management, it must get management where manage-
ment if).; and that means in continental United States and vrith the coop-
eration of going concerns operating in the United States. 
Having adopted legislation insuring certain minimum standards as to 
wages, hours and conditions of work for the protection of the men, women 
and children of Puerto Rico, the Government has turned to measures that 
might appeal to the managers, to the business community in the United 
States. 
These measures are of two general kinds, one for the prov~s~on of 
capital for investment in plant and facilities, and the other a tax 
holiday on business and on the profits arising out of business. 
The measures for the provision of capital for investment involves 
no unusual principles, except perhaps the decision by the Puerto Rican 
Government to sell industries it already ovms to private investors in 
order to increase the amount of capitalmrailable for Government risk-
taking in the financing of new enterprise. Unlike same governments that 
are making plans for the private ownership and management of companies 
tl1at are today ov~ned by the Puerto Rican Government. 
The tax inducements offered to private business by the Puerto Rican 
Government are of particular interest. Corporations and citizens of 
Puerto Rico are not and never have been subject to United S·bates federal 
income taxes. Accordingly, Puerto ~ico may devise its tax laws to meet 
its developmental requirements. This Puerto Rico has attempted to do in 
"b.'fo special ways. First, a group of some forty classification of nmv 
productive business, which provide a large ratio of employment to value 
of product, have been authorized for exemption from corporation income 
taxes for a ten year period; and second, citizens of Puerto rtico are 
exempted from taxes on that portion of their personal income that is 
derived from profits of such exempted corporations. This tax progrrum 
is a double attempt to attract business to Puerto Rico, and to attract 
business managers to become residents of Puerto Rico. 
This double tax holiday is a dramatic gesture to management enter-
prise for the industrial development of a country. 
But it may be criticized on the ground that it goes too far and at 
the same time it does not go far enough. 
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If the Puerto Rican government comes to a decision that taxes on 
production, on business income are a bad thing in principle, that they 
check and distort the impulse to production, that the present holiday 
on business taxes should not be presented as a holiday. It should be 
presented as a first step in the removal of all taxes on business pro-
fits as soon as budgetary circumstances permit. Incidentally, this would 
conform to CED policy on the taxation of business. 
On the other hand, if the government is to depend primarily on income I 
taxes for its revenues, then the exemption of profits paid to individuals 
as income cannot be long exempted from the individual income tax. The rate 
structure can be altered so that the incentive to the managerial group is 
not destroyed, but complete exemption of a particular kind of income can 
hardly be a permanent policy. 
In any case, the important fact for American business is that a 
liberal, firmly entrenched government, under the American flag, with ac-
cess to a tariff-free American market, with no problem of dollar convert-
ibility, is searching diligently for a tax program that will be helpful 
to private business enterprise. This is an opportunity for American 
business, not only for its operations and profits in Puerto Rico, but 
also as a demonstration of i<fu.at business can do in any setting where the 
taxation of profits is removed, and growth by the reinvestment of reserves 
is permitted to follow an uninterrupted economic course. 
In many ways, Puerto Rico is a frontier to the second half of the 
twentieth century. It has urgent necessities which force the adoption 
of government measures conducive to the increase of productivity and the 
welfare of its people. It is protected from many of the irrationalities 
of our generation. It has already taken measures of self help and has 
demonstrated an admirable political maturity. For these reasons, op-
portunity and duty in Puerto Rico may well have an important place in 
.Ame:rican business planning • 
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